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French capitalism 

Lessons from 
three takeovers 

Page 8 
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WORLD MEWS 

Hollywood to 
end year with 
bumper crop of 
blockbusters 

The US film industry is set to end 
1997 with at least IS blockbusters 
and a chitch of newcomers surg- 
ing towards the requisite $iOOm 
inbox office revalues. Titanic 
heads the late starters' list, with 
the Bond movie Tomorrow Neva: 
Dies moving up fast Page 10 


Russia cleared a huge wage debt 
to public sector workers in a last- 
minute rush to meet a January 1 
deadline, prime minister Viktor 
Chern o myrdin said. Page 2 

BruB JaU stops 

Prisoners held more than 600 hos- 
tages, including 17 guards, after a 
failed weekend jailbreak which 
left two people dead at a prison 
west of Sao Paulo. 

China wid South Africa link 

South AMca and China signed a 
deal to establish diplomatic rela- 
tions in a move that severs South 
Africa's formal ties with Taiwan. 

Kenya in poHa chaos 

Alt Kenya's main parties alleged 
wide-scale election rigging as 
polls closed after a second day of 
confusion and delay. Page 8 

Hong Kong chicken cod 

Slaughterers tried to complete 
the job ftf trilling all Hong Kong’S 
estimated 1.3m chickens to pre- 
vent bird Hu spreading among 
humans. 

H y orero fflca to soe Kaundu 

Former Tanzanian leader Julius 
Nyerere visited forma 1 Zambian 
president Kenneth Kaunda in jail 
as pressure mounted for Mr 
Kaunda to be tried for alleged 
conspiracy or released. 

Ultimatum for Arafat 

Pales tinian lawmakers delayed a 
no-confidence motion and gave 
President Yasser Arafat three 
months to reshuffle his cabinet 
and Implement reforms. 

Italian stogo onds 

Police stormed a Milan bank and 
captured 35-yeor-old Sicilian 
Domenico Gargano. who earlier 
released four hostages he had 
held to ransom at gunpoint for 24 
hours. 

Czech ca b ins* picked 

Czech prime minister Josef 
Tosovsky named his choice of 
cabinet ministers, including Ivan 
Pilip, a key player in the ousting i 
of ex-premier Vaclav Klaus, as j 
finance minister. Page 2 

Knighthood for Btan 

Elton John, whose singing moved 
miiiirmg during the Princess of 
Wales's fvmeral service, has bear 
awarded a knighthood in UK 
prime minister Tony Blair’s first 
honours list Page 10 

IIS coast guards to IIm rosciM 

US helicopters were trying to res- 
cue the 28 crew of the British- 
owned cargo ship Merchant 
Patriot after it started taking in 
water in gales off Florida. 

Nursa ch arg ed wftfa murdars 

An American male nurse pleaded 
not guilty to murdering six 
patients at an Indiana hospital 

World’s oldest bourse doses 

Champagne marked the closure 
after five centuries of Belgium’s 
Antwerp bourse, the worid's old- 
est financial exchange. Antwerp 
will merge with the Brussels 
bourse on Friday . 

Do Id dies 

Danilo Dolci, an Italian sociolo- 
gist who organised Sicilian peas- 
ants in their battle against the 
Mafia for water rights, died of a 
heart attack aged 73. 

The Financial Timas wishes readers 
and advertisers a happy aid pros- 
perous 1998. The newspaper will not 
be published tomorrow. New Year's 
Day. but will be back on January 2. 
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US equities 

What happens when 
the music stops? 

Richard Waters, Page 9 



Russia 


Iran 


Gathering storm 
over unpaid wages 


Page 2 



foreign policy 
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BUSINESS HEWS 

ICO satellite 
phones group 
halfway to 
global system 

ICO Global Communications says 
it has raised almost half the 
$L5hn needed to launch its 
satellite mobile phone system. 
The European-based consortium 
said shareholders had put up 
*275m, taking the total invested 
In the project to $2bn. Page 10 


Banks call for swift overhaul of country’s finances to halt liquidity crisis 

S Korea may seek $15bn in markets 


BP Che m i ca ls has begun a 
global expansion of its styrene 
plastics business with an agree- 
ment to pay more than $200m for 
the styrenics business owned by 
HUs of Germany, the Veba group 
chemicals subsidiary. Page li 

Further strong demand for index 
heavy stocks took the Zurich 
exchange up 1.8 per cent to a 
second consecutive record dose, 
the SMI index dosing up 77.2 at 
$267.6 In turnover swelling to 
SFrl.Shn ($z.lbn). Record doses 
were also seen in Copenhagen. 
Lisbon and Milan. Page 26 

ifPM-Kymnwna, Europe’s 
largest forestry group, strength- 
ened its alliance with Singapore- 
based paper producer Aria 
Pacific Resources International 
with agreements on technology 
co-operation, marketing and envi- 
ronmental policies. Page 12 

Italy launched the first of several 
privatisations planned for 1996 
with the sale of its shipping 
interests, Lloyd Triestino and 
Italia Navigazione, both 
controlled by the In state holding 
company. Page 2 

R en au lt has reportedly signed an 
agreement with the mayor of 
Moscow for a joint venture 
involving the debt-ridden 
Moskvich plant Renault's 
Megane model is to be assembled 
there with annual production 
expected to rise from 2,000 cars in 
1998 to 120,000 in 2002. 

NL ktduBtrtas, the US chemicals 
company controlled by Texan 
billionaire Harold Simmons, has 
agreed to sell its Rheax speciality 
- chemicals divisiomto Britain’s 
Harrisons & Crosfield for f46Sm 
in cash. Page 11; Lex, Page 10 

Sakura Bank, part of Japan's 
Mitsui business grouping and one 
of the world's largest banks with 
assets of Y54,700bn ($420bnJ, 
plans to restructure its domestic 
and overseas operations. Page 11 

KPMQ. the accountancy group, 
reports that takeovers and strate- 
gic investments by US companies 
in engineering-related UK busi- 
nesses in 1997 totalled some 
$5.8bn - 87 per cent up on 1996 ’s 
$3.1bn and more than twice the 
$&3bn of 1995. Page 13 

Viacom shares climbed to an 
18-month high on the success of 
the film Titanic and speculation 
that the gntPrt n ipwHint gj-Qup 
plans to sell its Simon & Schuster , 
publishing arm. Page 12; 
Hollywood's blockbuster year. 
Page 10; Lex, Page 10 

WM Street dealers will have to 
cope with a sharp reduction in 
the information they receive 
about cash flows into mutual 
funds following a decision by 
fund manager Fidelity Invest- 
ments to stop publishing daily 
information on its net assets 
next year. Page 12; Where 
the money is, Page 9 

Colombia has signed a deal to 
buy a $42m satellite mmmimipa. 
tions system from France’s 
Alcatel Alsthom in hopes of bol- 
stering its drive against leftist 
guerrillas, according to the army. 

mac HoMags has completed 
its purchase of a 192 per cent 
stake in Grupo Finandero Serfin 
of Mexico, paying only $7. 74m - 
42 per cent less than the price of 
$300m indicated when the deal 
was first announced nine months 
ago. Page is 


By Richard Waters in New York 
and George Graham in London 

South Korea could return to the 
international capital markets as 
early as next month to restruc- 
ture much of. its massive 
short-term debts and borrow 
$I0bn-$15bn of new money, bank- 
ers involved in worldwide efforts 
to shore up the country’s 
finances said yesterday. 

The comments came only a day 
after the broad outline of an 
agreement was reached among 
international banks to roll over 
short-term hank loans foiling due 
in the next few days and tide 
Korea over a possible year-end 
cash shortage. 

Commercial banks in France 
and Switzerland fell into line 
behind the international rescue 
plan yesterday, agreeing to 
renew their short-term loans for 
a month. 

The International Monetary 
Fond was also expected to 
release $2bn of aid to Korea to 
enable it to meet commitments 
due by the end of today. 

However, some of the institu- 
tions that played a leading role in 


the coordinated international 
action said they wanted the coun- 
try to complete the overhaul of 
its fjnnTTrgq quickly, rather thBn 
risk renewed liquidity pressures 
in the lymif ig weeks. 

The llth-hour informal agree- 
ment to roll over most wanting 
loans due to be repaid by Korean 
banks, reached in New York late 
on Monday, came after Korea had 
begun to witness a flight of capi- 
tal amounting to $ibn a day over 
the previous 7-10 days. 

The uncontrolled nature of the 
withdrawal of credit from Korea 
risked under mining the official 


international support which had 
already been agreed for the coun- 
try and touched off a last-minute 
effort by governments in the 
main Industrial countries to 
cajole their leading co mme rcial 
banks into backing the credit 
extension. 

Several bankers Involved in 
tMa week's events were critical 
yesterday of the fail ure of official 
agencies to identify the extent of 
Korea’s liquidity crisis earlier 
and to act more quickly to bring 
commercial banks together to 
prevent the problems getting out 
of hand. 


The informal agreement is 
intended to make sure that most 
of the leading commercial banks 
in Japan, Europe and North 
America roll over debts as they 
fall due. 

However, one banker involved 
in the discussions said that the 
banks had not been asked to 
commit themselves formally, and 
that it might not be clear for 
another two weeks whether the 
international rescue plan had 
worked. 

Bankers estimate that about 
$15bn of Korean bank debt foils 
due this month and another 


Soros urges new global loan controls 


By Richard Lambert to New York 

A new international Institution 
is required to guarantee interna- 
tional loans, George Sotos, the 
billionaire financier philan- 
thropist, w ri t es in the Financial 
Times today. 

Mr Soros argues that the Asian 
banking crisis threatens to 
engulf not only international 
credit but also international 


US consumer 
confidence rises 
to a 28 -year high 

Fed faces dilemma on interest rates 


By Gerard Baker In Washington 

US eonmimw confidence soared 
to a 28-year high this month as 
Americans remained unmoved by 
fears that the Aslan financial cri- 
sis would seriously hurt their 
own economic prospects. 

The Conference Board, a pri- 
vate sector research company, 
said its closely watched index of 
consumer confidence jumped by 
6.4 points in December to 134A 
its highest level since 1969, 
driven by growing optimism 
about employment prospects. 

The strength of consumer sen- 
timent at home, in the face of 
w eakn ess in many overseas mar- 
kets. especially in Asia, under- 
lines the dilemma feeing the Fed- 
eral Reserve as 1998 begins. 

Uncertainty about the Aslan 
effect has kept the Fed from rais- 
ing interest rates in spite of surg- 
ing domestic demand, hut iT US 
consumers continue to shrug off 
overseas weakness the central 
bank may have to move early in 
the new year. 

Consumer optimism has been 
rising sharply throughout the 
last year, reflecting the best US 
economic performance In a gen- 


;US consumer confidence 


Conference Bowtf index 
135 
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trade. “We are cm the verge of 
worldwide deflation." be claims, 
and the international financial 
system needs to be reformed in 
the fece of tills threat. 

His proposal is that an Inter- 
• national Credit Insurance Corpo- 
ration should be established as a 
sister institution to the Interna- 
tional Monetary Fund. Its pur- 
pose would be to guarantee 
international loans for a modest 


fee. Borrowing countries would 
be obliged to provide data on all 
borrowings, public or private. 
This would enable the new 
authority to set a ceiling on the 
amounts it would be willing to 
insure. 

Beyond those limits, creditors 
would be on their own. “To 

Continued on Page 10 
Personal View. Page 8 


$l5bn in January. Korea 
announced yesterday that its 
external debts totalled S153bn at 
December 20, with $92bn matur- 
ing within one year. 

By requiring banks to extend 
short-term debts for only another 
month or so, however, the agree- 
ment would not solve the coun- 
try's underlying liquidity prob- 
lems. To do that, one banker 
said, the aim was for Korea to 
return to the capital markets 
before the end of January, in 
order to extend the maturity of 
its existing debt and raise new 
money. 

The mast likely moves would 
involve debt exchanges, designed 
to reduce the reliance on 
short-term borrowings, and an 
international bank credit, one 
banker said. 

The new money, which bank- 
ers put at anything from SlObn- 
$15bn, would be Intended in part 
to replace some of the estimated 
S20bn of loans to Korea that have 
not been renewed since this sum- 


South Korea banks seek to 
haul in debts. Page 4 


N Ireland braced for violence after funerals 




eratfon with low unemployment, 
foiling inflation and a rising 
stock market 

Most economists had expected 
confidence to start to ebb by. 
now, as concern about the effects 
of the Asian crisis began to 
spread. But the Conference Board 
index recorded a sharp rise in 
confidence about present condi- 
tions and expectations for the 
near future. 

“Hie strength of the US econ- 
omy, especially of the labour 
market, continues to lift consum- 
ers' spirits and bolster their 
expectations," said Lynn Franco, 
associate director of the board's 
Consumer Research Center. 

“Consumers are clearly enter- 
ing the new year extremity satis- 
fied with ongoing conditions and 
have high expectations fra* 1998.” 

Ute survey found more than 40 
per cent of respondents reported 
jobs to be plentiful, while only 
16JI per cent characterised them 
as scarce. Just 9.5 per cent of 
families said business conditions 
were "bad” this month, compared 
with 36.5 per cent who said they 
were “good”. 

Soaring consumer confidence 
has been a critical factor in the 
strong growth of retail spending 
over the last year, which 
accounts for a third of all eco- 
nomic activity. Overall demand 
In the economy has grown by 
more than 3J> per cent this year, 
pushing unemployment down to 
4.6 per cent, its lowest level in a 
quarter of a century. 

Though there have been few 
signs of inflationary pressure, the 
tight labour market ia now 
clearly producing an acceleration 
in wage increases, a factor that 
would normally have prompted 
the Federal Reserve to raise 
interest rates by now. 

Editorial Comment, Page 9 



The Northern Ireland town of Portadnwn came to a standstill yesterday as Loyalists lined the streets for 
the ftmeral of Billy Wright, the terrorist shot dead in the Maze prison. by Republican inmates on 
Saturday. In nearby Coafisland, a catholic priest told mourners not to avbige the murder of Seamus 
Dillon, gunned down in Loyalist retaliation. But security services were braced for possible further 
violence after Loyalist politicians warned of the imminent breakdown of the peace process. nam *> 
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Russia revives Tyumen Oil sell-off plan 


NEWS iJfGESTT 


By John ThomWB 
in Moscow 

The Russian government 
yesterday revived plans to 
sell a 49 per cent sharehold- 
ing in Tyumen Oil. which 
has been at the centre of a 
management struggle fero- 
cious even by the 
rough-and-tumble standards 
of Russian capitalism. 

A previous attempt to sell 
the state's shareholding In 
the country's fourth biggest 
oil producer for more than 
$82Gm was suspended last 
month for legal reasons 
amid much acrimony. 


Alfa Group, one of Rus- 
sia's most powerful indus- 
trial holding com pnu fan with 
strung Kremlin connections, 
has made clear that it wants 
to win control of Tyumen Oil 
after buying an initial 40 per 
cent stake from the govern- 
ment in July. 

But its plans have been 
resisted by Viktor Paly, head 
of Nizhnevartovskneftegax, 
Tyumen Oil's 38 per cent 
owned daughter company 
and main production unit 
Mr Paly has accused the gov- 
ernment of rigging the first 
investment auction in favour 
of Alfa Group, while Alfa 


lambasted the Nlzbne- 
vartovsknaftegaz manage- 
ment for incompetence and 
corruption. 

The dispute reached such 
a pitch in September that 
the two rivals, each claiming 
to speak for more than 50 
per cent of Nizhnevartov- 
skneftegaz's shares, both 
held extraordinary share- 
holder meetings and adopted 
conflicting resolutions. The 
dispute has yet to be settled. 

The government, which 
has publicly backed Alfa's 
resolution demanding the 
removal of Mr Paly and 
pressed Nizhnevartovsknef- 


tegaz to. pay an outstanding 
$l20m tax bill, said yester- 
day it would auction Tyu- 
men's shares on the same 
terms as outlined in Novem- 
ber. At that time 760m . 
shares were offered to inves- 
tors at (LOB apiece. 

Bids in the forthcoming 
cash - auction will be 
accepted between January 8 
and February 18- 

The sale of the Tyumen 
highligh ts the 
government's need to raise 
additional revenue from pri- 
vatisations to keep its bud- 
get deficit under control. A 
shortfall in forecast tax reve- 


nues has pot severe strain 
on the government's 
finances. 

Ec an interview published 
yesterday, Yakov" Urinson, 
economics minister, said the 
government was even con- 
sidering selling big ■ chunks 
of its secretive military-in- 
dustrial complex to raise 
money. 

Mr Urinson said the gov- 
ernment was aimlng-to cut 
the number of state-run 
defence plants from' 1,700 to 
670 by the end of the decade 
through saiftft and mergers. 

According to recent 
research by UFG/Parfbas, a 


Moscow-based stockbroker, ■ 
Tyomsn Oflfca“prqmlsNj^ 
company which j^qdhcjEd^ 
156m barrets of crude off fn- 
1996. It also boasts reserves > 
of &2bn barrels, mainly in : 
western Siberia. 

. But analysts suggested 
few outside investors were 
likely to ^participate fa the 
forthcoming cash - auction 
while management tensions 
persisted within the com- 
pany. Natethdeas, -the auc- 
tion could help resolve the 
conflict, between Alfa and 
Niahnevartovskneftegaz. 
leading to a brighter future 
for Tyumen 05L 


Italy to 
sell two 
shipping 
lines 

By Paul Betts in Milan 


Yeltsin robs Peter to pay Paul’s wages 


Moscow’s tax campaign may worsen 
the problem of pay arrears in the 
private sector, reports John Thornhill 


The Italian government 
yesterday launched the sale 
of its shipping interests - 
the first of a string of priva- 
tisations planned for 1998. 

The sale of the Lloyd 
Triestino and Italia Naviga- 
zione shipping companies, 
both controlled by the 
lri state holding company, 
will kick off a new series of 
disposals, including other 
lri assets such as the 
Autostrade motorway group 
and the energy and trans- 
port subsidiary of the Fin- 
meccanica industrial con- 
glomerate. 

These sales will follow the 
flotation in 19S7 of Telecom 
Italia, Banca di Roma and a 
third tranche of shares in 
the Enl oil and gas group. 

Iri yesterday invited inter- 
national bids for the two 
shipping lines, which 
between them own 13 ves- 
sels. Bidders have until Jan- 
uary 15 to submit offers to 
Citibank, the US banking 
group advising lit 
Evergreen, the Taiwan 
container ship group, has 
already emerged as a leading 
contender for Lloyd 
Triestino, while the Italian 
D'Amico shipping group is 
expected to bid for Italia 
Navigations 
After being forced to post- 
pone the sale of Autoshade 
in the autumn, the govern- 
ment intends to resume the 
privatisation of the motor- 
way group, which at current 
stock market prices could 
fetch between L*u»Q0bn 
($2.6bn) and L5.000bn. 

The sale had been blocked 
on technical grounds by one 
or the government’s justice 
departments. The Corte dei 
Conti, the public accounts 
watchdog, refused to grant a 
government request that the 
newly privatised company 
should have a concession to 
run the motorways for the 
next 40 years. 

However, the issue 
appears close to being 
resolved, clearing the way 
for the sale. A group of 
north Italian industrialists 
and businessmen have 
already expressed interest in 
becoming the motorway 
company's new core share- 
holders. 

Iri s Finmeccanica indus- 
trial conglomerate is also in 
the process of selling its 
Ansaldo energy and trans- 
port subsidiary. 

It has received competing 
bids from the South Korean 
Daewoo conglomerate and 
several other leading inter- 
national energy and trans- 
port groups 
Trade unions and the port 
city of Genoa, where the 
bulk of Ansaldo's activities 
are concentrated, back the 
Daewoo bid because they 
fear the alternative offers 
would result in splitting up 
Ansaldo with a greater risk 
to local jobs 


W ith typical flamboyance. 

Boris Yeltsin has promised 
that by tomorrow his gov- 
ernment will eliminate the more 
than Slbn of unpaid wages owed to 
Russia’s federal and local govern- 
ment employees. 

By dint of some fast financial foot- 
work, much arm-twisting of regional 
governors, and loans from the World 
Bank. Mr Yeltsin's brow-beaten min- 
isters may even meet their presi- 
dent’s self-imposed deadline - at 
least in most regions. 

But while millions of doctors, 
teachers and soldiers will have 
added reason to celebrate the new 
year, miruona more p rivate sector 
employees may only curse the gov- 
ernment's rough tactics. 

Many fear the campaign to 
squeeze more taxes out of Russia's 
largest companies to pay off its own 
debts will only increase wage 
arrears in the private sector - a Ear 
bigger problem than the state’s wage 
arrears. 

Vladimir Ivanov, a construction 
worker in the city of Samara, 800km 
south-east or Moscow, certainly does 
not expect to benefit from the gov- 
ernment's largesse. The private com- 
pany where he works has not paid 
him for two months, a regular occur- 
rence. 

“Our company says if it pays our 
wages it will not have money to buy 
building materials and then we 
would have no work,” he says. 

How do he, his wife and two boys 
survive? “We just live," he says. “My 
wife works in a hank and my par- 
ents give us vegetables." 

Earlier this year, Russia's trade 
union movement launched a 
national cam paig n to fight the prob- 
lem of wage arrears. As at Septem- 
ber, it estimated Russian workers 
were owed more than Rbs54,000bn 
($9bn) in back wages, mostly in the 
private sector. 

At an international conference in 
Moscow last month. Bill Jordan, gen- 
eral secretary of the International 
Confederation of Free Trade Unions, 
lent his support to the campaign, 
describing the wages backlog as 
“mass theft" which counted as “one 


of the greatest crimes of the 20th 
century”. 

Vadim Borisov, leader of the trade 
union campaign, argues two of the 
main reasons for the build-up of 
wage arrears are the difficulty of 
enforcing contracts in the courts and 
the absence of effective bankruptcy 
procedures. 

Thousands of Russian companies 
are still floundering in the twilight 
zone between the command and 
market economies, producing little 
but debt. Official statistics suggest 
47 per cent of all Russian companies 
are trading at a lass. 

Mr Bortsov says it currently 
makes more economic sense for 
these companies to pay off taxes to 
avoid fines, to repay debts to reduce 
interest payments, or to buy raw 
materials to continue production. 
Workers, worn down by years of 
hardship, are left last in the queue. 

But the unions can paint to some 
successes this year. 

An increased number of strikes 
has faced some of Russia’s more 
profitable companies to pay off their 
wage arrears - even though indus- 
trial action is ineffective at loss-mak- 
ing plants, where workers are often 
an faced leave. 

The trade unions have also been 
encouraging local branches to pur- 
sue collective legal action against 
late paying companies. Under the 
terms of Russia's civil code, workers 
theoretically have the first claim on 
a company's assets, even taking pre- 
cedence over the tax authorities. 

“In the majority of cases, the local 
courts support the trade onions' 
demands.” Mr Borisov says. “But 
even if the business's management 
receives these court decisions, they 
are often not in a position to carry 
them out" 

The effects of such trade union 
action have had some impact in 
regions such as Samara. In the first 
nine months of 1997, local trade 
unions launched 2.000 individual and 
collective legal suits against employ- 
ers. As a result, they were able to 
collect Rbsl04bn in unpaid wages. 

But this weapon has been blunted 
by a Constitutional Court decision 



Mixed blessings: state employees such as these protesting defence ministry 
staff will get their pay, bat many private sector staff are still waiting ***** 


last week, which ruled that the civil 
code should be amended to give the 
tax authorities first claim on a com- 
pany's financial assets. 

Irina Kotina, regional director of 
the Institute for Comparative Labour 
Relations Research (1SITO). which 
has studied wage arrears in Samara, 
argues that the rule of law must be 
Strengthened in Russia, forcing com- 
panies to honour their contracts to 
customers, creditors, and employees. 

"Bankruptcy is not an ideal solu- 
tion for workers,” she says. “But it 
can be used as a lever to increase 


the effectiveness of management." 

Even Russia's army of unpaid 
workers are coming round to the 
idea of dwriaring companies bank- 
rupt, «*Hmg off non-core assets and 
replacing poor management, rather 
than another winter of unpaid 
wages. 

• Mr Yeltsin said in an interview 
yesterday he wanted "considerable 
improvement” and new ideas from 
the government to secure and stimu- 
late economic growth in Russia next 
year, Reuters adds from Moscow. 
Editorial comment. Page 9 


Appeal for probe into 
Swedish housing loan 


By Drown Roberts Hen 
In Stockholm 

The controversy surround- 
ing a loan from the Dutch 
bonk ABN Amro to a Swed- 
ish municipal housing com- 
pany has prompted a call for 
a criminal investigation. 

Stockholm city officials 
announced their intention 
this month to seek the assis- 
tance of police and prosecu- 
tors to determine whether 
the presence of one of the 
housing company's execu- 
tives on the board of an Irish 
company which took over 
the loan from ABN Amro 
constituted a criminal 
"breach of trust". 

The affair highlights ten- 
sions over the increasing use 
of securitisation in Sweden. 
Local banks arc concerned 


at losing business to foreign, 
banks and other specialists 
in structured finance. 

Svenska Bostflder, a 
municipal company which 
provides housing to one In 
seven residents in the Swed- 
ish capital, borrowed 
SKrL2bn (SL55m) from ABN 
Amro in late 1996. The terms 
of the loan were not the 
most favourable offered, 
according to an audit carried 
out for the city by accoun- 
tants KPMG Bohlins. 

The auditors’ report was 
also critical of the procedure 
which led to the choice of 
ABN Amro over other insti- 
tutions, including the city's 
internal bank. Bids were not 
opened at one session, but as 
they arrived. ABN Amro's 
winning bid arrived on the 
final day. 


The loan, backed by 70 per 
cent of Svenska Bcstader’s 
property holdings, was sub- 
sequently sold to St Gftran 
Securities No 1. an Irish 
company which then sold 
bonds on International capi- 
tal markets. 

ABN Amro said the trans- 
action was a “straightfor- 
ward deal" using St Gtiran 
as a single purpose com- 
pany, a normal procedure for 
a securitisation. 

Lennart Londh, Svenska 
Bostader's chief financial 
officer until last month, was 
also on the board of St 
Gdran until November 1996. 

City officials responsible 
for overseeing Svenska Bos- 
tSder had instructed the 
company not to pursue plans 
to Issue a bond in Ireland in 
the spring of 1996. 
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New Czech PM names 
his interim cabinet 


By Joe Cook in Prague 

Josef Tosuvsky. the Czech 
Republic's new prime minis- 
ter, yesterday named a cabi- 
net to replace the govern- 
ment of Vaclav Klaus, which 
collapsed over a party fund- 
ing scandal in late Novem- 
ber. 

Mr Tosovsky’s 17-member 
cabinet contains four minis- 
ters from Mr Klaus's Civic 
Democratic party (ODS), 
including Ivan Ptllp, who 
retains his job as finance 
minister. 

After an hour-long meet- 
ing with Mr Tosuvsky yester- 
day, Mr Klaus said that his 
party would neither partici- 
pate in nor support the new 
government. 

However, the ODS has 


splintered since Mr Klaus 
was re-elected as party chair- 
man in mid-December. 
Although he retains a size- 
able body of support among 
the party’s regional 
branches, Mr Klaus has tost 
the confidence of senior 
party figures, such as Mr 
PUlp. 

Parliament will vote on 
the cabinet early in the new 
year. It win be sworn in on 
January 2 and will serve 
until new elections are held 
in either June or November. 

The new government will 
face a tricky domestic 
agenda. Mr Tagovsky ami Mr 
Pilip would like to press 
ahead with bank and utility 
privatisation, and the fur- 
ther liberalisation of utility 
prices. But such projects 


may be blocked in cabinet by 
the Christian Democrats, 
who said they should be 
placed on hold until after the 
formation of a stable govern- 
ment following new elec- 
tions. 

. The opposition Social 
Democrats, who will give Mr 
Tosovsky their tacit backing, 
are also strongly against sig- 
nificant privatisations by the 
interim government. 

The prime minister faces a 
smoother ride with foreign 
affairs. 

He intends to keep the 
non-partisan Jaroslav Sedivy 
as foreign minister, thus pro- 
viding stability and continu- 
ity as the Czech Republic 
begins accession negotia- 
tions with the European 
Union next spring. 


President wins 
Polish battle 
of the veto 


By Christopher BobinsM 
in Warsaw 

Poland's new centre-right 
government yesterday suf- 
fered Its film political set- 
back when it narrowly (ailed 
to muster the necessary par- 
liamentary majority to over- 
rule vetoes by President 
Aleksander Kwasniewski on 
pension reform and sexual 
education in schools. 

The skirmish indicated 
that Jerzy Buzek's coalition 
government, led by the Soli- 
darity Electoral Action 
group, win have to work 
more closely with the presi- 
dent 'or risk having its poli- 
cies blocked. So for Mr 
Kwasniewski has been 
shunned by the government 
since his own, former Com- 
munist, Left Democratic 
Alliance was voted out of 
power last September. 

The pensions ballot, lost 
by nine votes, is a blow to 
plans by Leszek Balcerowicz, 
the deputy prime minister 
responsible for the economy, 
to switch Poland to a pri- 
vately run. fond-based sys- 
tem from the present pay-as- 
you-go arrangement 

The vetoed law would 
have allowed the govern- 
ment to link Increases in 
pensions paid to some 
300,000 retired military and 
police personnel to inflation 
and not. as has been the case 
until now, to Increases in 
average industrial wages. 

Non-military pensioners 
already have their payments 
linked to annual increases in 
prices. Mr Kwasniewski 
argued that the move, pro- 
viding budget savings worth 
387m zlotys (CllOm) next 
year, would have made it 
more difficult to persuade 
soldiers to retire and make 


Ramadan sees 
i^geria violence 

A new- wawe of violence was reported in Algeria yesterday 
ah Modernsbeganthe holy month of Ramadan. According 
to the local press 74 people— mdudihg children and - 
women - have been murdered ln attacks since Saturday. 
Most were stopped and killed at fake roadblocks: 

The latest frinmg K bring to at least 318 the num ber iff 
dvffiahs slaughtered hi the last lO days, confinnlng foaxs ■ ■ 
of another blood-soaked'Ramadan. The last Ramadan, in' 
January and February this year, resulted in dozens of 
deaths in the capital from a wave of car bombs blamed on 
afoslerofandan^talistgukrilias. 

Algiers' 3m people have been asked to steer clear of 
garbage cans and abandoned cars and to raise the alert if 
they see anything th e* could contain a bomb. However, 

no tnerease tn. security arrangements has been noted; the 

gtteefry have for the most part targeted remote villages 
and. outlying areas of the city. AFP. Algiers 

FRENCH UNEMPLOYMENT 


Jobless total down again 

French unemployment fell for the third consecutive 
month in November, providing an end-af-year fillip for the 
country’s Socialist- led government. Employment Ministry 
figures published yesterday showed that the seasonally 
! adjusted number of people out of work fell by 9,000, or 0-3 
percent, to 3.11m. ibis cut the unemployment rate to 12.4 
per cent, the lowest for more than a year. 

The reduction came as about 300 unemployed people 
occupied a municipal welfare centre near the Bastfile 
opera house in Paris as part of a three-week-old 
nationwide action by jobless protesters. 

The protesters pressed demands for a FFr3.000 (9500) 
year-end bonus and a review of monthly benefits. On 
Monday,prote8ters blocked railway lines in the southern 
port city' of Marseilles, causing delays for holiday 
travellers. 

Robert Hue, national secretary of the French 
Communist party, wldch is a junior coalition partner in 
the leftwing government, said protesters' bonus demands 
woe “legitimate" and should be responded to positively 
without delay. David Owen, Paris 

ZAMBIA POLITICS 


Kaimda ends hunger strike 

I Kenneth Kavmda, Zambia's farmer president has ended a 
! hunger strike he began after being detained under 
emergency laws on Christmas day, Julius Nyerere, 
Tanzania's ex-president said yesterday. 

Mr Nfrrere, a dose friend of Zambia's “father of the 
nation”, visited him in the maximum security prison in 
the town of Kabwe yesteday and the two shared a small 
meat He did not comment on the prisoner's state of 
hftalth . 

Mr Kaunda, 73. who nilqd Zambia from independence in 
1964 until he was ousted in 1991 in the country’s first 
multi-party elections, had been re Fusing food and water 
since his arrest last week for alleged involvement In a 
failed coup in October against President Frederick 
Qnluba. 

Mr Nyerere said he bad met Mr Cbiluba after visiting 
Mr Kaunda in jail, but did not elaborate on the meeting. 

Eeuters. Lusaka 

KOSOVO UNREST 


Serb police quash protest 

Riot police yesterday broke up a demonstration by 
Albanian students in Pristina, capital of the southern 
Serbian province of Kosovo, amid rising protests against 
the Belgrade government 

The Serb authorities’ action, came as the European 
Commission announced it would not renew trade 
privileges for Yugoslavia next year because Belgrade had 
failed to improve human rights and meet other conditions 
set by the EU. 

Eariio- this month the US also decided to extend 
financial sanctions against Yugoslavia for another year, 
in part to press Belgrade to make concessions in Kosovo, 
where yesterday's demonstration called for the reopening 
of Albanian -language schools and colleges. 

More than 90 per cent of Kosovo's population is ethnic 
Albanian, but the province was stripped of its provincial 
autonomy in 1989, when direct rule was Installed from 
Belgrade. 

Since the start of this year 52 ethnic Albanians have 
been sentenced to prison terms ranging from two to 20 
years on charges of terrorism. Last week ethnic Albanian 
leaders decided to hold unauthorised parliamentary and 
presidential elections on March 22. Kevin Dane. London 

WORLD POPULATION 


way for younger men mare 
in tune with the require- 
ments of the Nato military 
alliance Poland hopes to join 
in 1999. 

in his second veto Mr 
Kwasniewski successfully 
questioned a government 
move to save 51m zlotys by 
dropping a plan to train 
school teachers to conduct 
sexual education. The presi- 
dent contended that a recent 
return to a near total ban on 
abortion in Poland required 
that sexual education be pro- 
vided in schools. 

The twin issues of abor- 
tion and sexual education 
traditionally mark a fault 
line in Polish politics, with 
Solidarity. Electoral Action 
firmly in favour of leaving 
them to the. family and the 
Roman Catholic church. 

Yesterday's ballot, how- 
ever, saw the government 
fall seven votes short of the 
287 votes It needed to over- 
rule the president’s veto, 
when several members of 
the secular-minded Freedom 

Union voted against the 

coalition. 

The voting also showed 
the potential importance of 
the populist Polish Peasant 
party which returned a mere 
26 depaties to parliament In 
the last election and has 
been Ignored by the govern- 
ment until now. The party 
could become an important 
element when the govern- 
ment next feces a presiden- 
tial veto. 

Yesterday the Peasant 
party refused private 
requests by the government 
to save the pensions mea- 
sure and voted with the for- 
mer communists.. At the 
same time it voted -with the 
government on sex educa- 
tion. 


Survey forecasts 6bn in 1999 

Despite a steady decline In global fertility rates, the 
growing number or women reaching child-bearing age 
means the world population wfll reach 6bn by mid-1999 
and continue to expand rapidly, a report published by the 
US-based Population Institute said yesterday. 

According to the annual World Population Overview, 
the overall rate of population growth has been declining 
steadily due to increased use of contraception, delayed 
marriages and an increase in death rates. 

However, the study strongly criticises recent talk of an 
impending “population, implosion". It says that while 51 
countries, including most of Europe, now have below 
replacement fertility rates, 74, including populous 
countries like Nigeria, Iran and Pakistan, are still on 
course to double their populations within 30 years. 

The study warns that 3bn people - the equivalent of the 
population In 1960 - will enter child-bearing years in the 
next generation while only l.Sbn will leave. As a result, 
even if fertility continues to decline, it estimates that the 
annual population Increase will remain at around 
85m-100m for the foreseeable future. 

Mark Suzman. Washington 

VIETNAM INVESTMENT 


Suez-Lyonnais wins licence 

Suez-Lyonnais des Eaux. the French utilities company, 
has won a S120rn licence from Vietnam for a 
budd-operate-transfer (BOT) water project planned for Ho 
Chi Mioh City. The project would be wholly operated by 
Suez-Lyormais over the 25-year life of the BOT, with the 
company holding a 75 per cent stake and the rest held by 
Piiecon Engineering of Malaysia. 

Demand for water fe o ut s t r lp ping-supply in Ho Chi 
Minh City, with on outbreak of typhoid reported earlier 
this year due to water shortages in poor suburbs. 

The award appeared to be an attempt by Hanoi to boast 
Bagging foreign investment figures before the end of the 
year. The French company signed a BOT contract a 
month ejgo during a visit to Vietnam by President Jacques 
Chirac. 

It is rare for investors to receive licences so quickly due 
to complex pre-licensing procedures. 

Contracted investment is Vietnam is down 40 per cent 
from last year because of foreign businesses’ disillusion 
over red tape and corruption. Last year the authorities 

pushed through two projects totanfog *2bn but were 

embarrassed when one of them fell through after it was 
revved that the original investors had been declared 
batdmipt in Hong Kong before Hanoi licensed their 
pngect ' : Jeremg Grant, Hanoi 
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Kenya’s poll chaos brings 
accusations of vote rigging 


By HGchela Wrong 
in Nairobi 

All Kenya’s main parties last 
night alleged wide-scale elec- 
tion rigging as polls closed 
after a second day of confu- 
sion and delay. 

Stung by accusations of 
tampering. President Daniel 
arap Moi went on the offen- 
sive, denouncing what he 
said was an Electoral Com- 
missi cm scheme to rig voting 
in traditional strongholds of 
bis Kami party. While stop- 
ping short of calling for the 
elections to be cancelled, he 
said he was "extremely 
unhappy” with the situation. 

His main presidential chal- 
lengers - Mwai Kibaki, 
Charity Ngilu and Raila 
Odinga - had earlier accused 
the 21-member commission 
overseeing the polls of infil- 
tration by the government 
and threatened not to accept 
the results. 

Mr Mol's complaints could 
rebound on him should he 
emerge as winner. 


While still preparing their 
final verdicts, foreign and 
domestic observers privately 
acknowledged yesterday that 
the level of irregularities, 
which involved ballot papers 
being sent to the wrong con- 
stituencies, election officials 
failing to turn up and voting 
stations opening hours 
behind schedule, risked dis- 
crediting the process. 

“This raises serious ques- 
tions about whether the 
results can be recognised," 
said a foreign observer. “I 
don't think we are going to 
be able to say these elections 
were free and fair," agreed 
one of the 28,000 monitors 
deployed in the field by Ken- 
yan church and dvic groups. 

At one station, empty mar- 
garine and soap cartons 
were used to replace missing 
ballot boxes. In another, offi- 
cials photocopied ballot 
papers to meet demand. Bal- 
lot papers meant for Nairobi, 
the central capital, turned 
up in Kisumu. oh the west- 
ern border. 


Although the Electoral 
Commission ordered vo ting 
to be extended an extra day 
in affected areas, its vague 
instructions ensured confu- 
sion continued into yester- 
day. As the first results were 
being reported by state 
radio, many polling, stations 
in the interior had still not 
received correct ballot 
papers. 

While political players 
cried foul, most observers 
agreed that what one news- 
paper described as “Chapli- 
nesque" polls were the result 
of incompetence rather than 
rigging, with the probable 
exception of Eastern Prov- 
ince, a potential "swing" 
province. 

Some monitors speculated 
that the removal of Mr Zac- 
cheus Chesoni. the contro- 
versial Vi part of the Electoral 
Commission, in +h» run-up 
to the poll bad sown confu- 
sion while others said higher 
than expected turnout and 
weeks of heavy rains had 
caught it off-balance. "The 


Electoral Commission seri- 
ously underestimated the 
logistical problems 
involved," said a diplomat. 
"They were not sufficiently 
careful sending ballot papers 
to the right places, and once 
you get that wrong you mess 
everything up." 

Although many experts 
agreed with Mr Moi’s c laim 
that the chaos was worse in 
zones loyal to Sana, the 
president is still widely 
expected to emerge victori- 
ous, thanks to a disastrously 
divided opposition. 

But his mandate now risks 
being undermined by the 
awareness that the chaos 
has effectively disenfran- 
chised many of the 9m vot- 
ers. 

The danger now is that 
with each presidential candi- 
date assuring their support- 
ers they are being cheated, 
few Kenyans will be dis- 
posed to accept the outcome, 
raising the spectre of a vio- 
lent response to a new Mol 
administration. 


Planned rise in 
Saudi budget 
deficit attacked 


SaiMfr AraM^ daflcIt set to widen 
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By Robin Allen in Dubai 

Widely divergent views have 
emerged among local and 
foreign analysts in Riyadh 
on both the Saudi govern- 
ment’s TnaimgPTnpn t of thp 

economy and its priorities, 
following Monday's 1998 bud- 
get statement. 

The government 
announced a SRi5bn ($4bn) 
rise in expenditure to 
SR196bn <$52.3bn), 8 per cent 
more than projected for 1997 
but 6 per cent less than actu- 
ally spent 

Revenues for 1998 were 
forecast at SRl78bn, 8 per 
cent more than projected for 
1997, despite uncertainty in 
the oil markets which have 
seen the average price for 
Opec’s basket of crudes fall 
by $2 a barrel in the last two 
weeks. 

King Fahd, the prime min- 
ister. did not indicate 1998 
projections for oil revenues 
alone, but Saudi and foreign 
analysts agreed these, which 
traditionally comprise 75 per 
cent of the total, were proba- 
bly based on an average 
price of $14-815 per barrel, 
down from S16-S17 in 1997. 

Since last month Saudi 
Arabia's Opec quota has 
been 8.76m barrels a day, of 
which more than lm b/d are 
for domestic consumption 
and other, lesser, amounts 
allocated to escrow accounts 


under barter deals. 

Although only SRSbn, less 
than 5 per cent of total 
expenditure, has been specif- 
ically allocated for capital 
projects such as roads, elec- 
tricity and construction of 
schools, much more - nearer 
SR40bn of capital expenses - 
is hidden among sectoral 
allocations. However, an 
overwhelming proportion - 
80 per cent - of total budget 
spending goes on public sec- 
tor salaries and mainte- 
nance. 

Some SR45bn is allocated 
to the oil sector; while 
SR46bn, almost & quarter of 
total expenditure, goes on 
education. 

King Fahd did ntrt disclose 
figures for defence and secu- 
rity. the largest single head 
of expenditure -which has 
consistently risen since 19$5 
from SR64bn to SR67bn in 

1997. but is expected to 
remain about the same in 

1998. 

According to western 
bankers the government has 
not done enough either to 
restructure the economy 
away from its dependence on 
the state and . its oil reve- 
nues. or to encourage domes- 
tic and foreign private sector 
Investment; too little has 
been done to follow up sub- 
sidy cuts the king initiated 
fo 1995; not enough money is 
allocated for capital, as 
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opposed to recurrent, expen- 
diture; and to triple the size 
of the 1998 budget deficit 
compared with last year is 
inconsistent with the coun- 
try’s stated intention to bal- 
ance the budget by 2000. 

Saudi analysts disagree. 
Abdalah Dabbagh, chief 
adviser to the council of 
Saudi chambers of com- 
merce, said the only nega- 
tive factor in the economy 
was the rise of the budget 
deficit “All the other indica- 
tors are positive. The gross 
domestic product is up, com- 
mercial bank and private 
sector activity has increased, 
and the oil revenue projec- 
tions are sound." 

He and others agreed, 
however, that persuading 
wealthy Saudis to repatriate 
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some of the estimated $470bn 
kept abroad was crucial if 
telecommunications, power 
and port expansions were to 
be finanrgd- Only the first of 
these has a timetable for 
implementation; by early 
next year, according to Ibra- 
him Al-Asaf, finance minis- 
ter. 

Most analysts agreed with 
All al-Shihabi, a board mem- 
ber of Saudi Holland! Bank, 
that “the relative size of 
»n"Tiai revenues, expendi- 
tures and deficits are less 
important than completing 
the regulatory and legal 
framework to encourage , 
Saudis to Invest In their own 
country. 

"Only Saudis ran unleash 
the potential of the Sandi 
economy”. 


Iran sidesteps the US to 
cultivate its neighbours 

Robin Allen assesses Tehran’s newly assertive foreign 
policy as the central Asian oil rush gets under way 

H igh in the rafters of energy resources and its Turkmenistan is just one has initiated full dipl 
Tehran’s Mehrabad own internal development of four states with which relations with Ba 
airport swing huge happen to coincide with tre- Iran has points in common, strengthened its air 


H igi in the rafters of 
Tehran’s Mehrabad 
airport swing huge 
slogans in English carrying 
a message from Ayatollah 
Ali Khamenei, Iran’s spiri- 
tual leader and ultimate 
arbiter of his country’s for- 
eign policy. "In future.” he 
thunders, “Islam will destroy 
the satanic sovereignty of 
the west" 

In a different vein, the 
message is reciprocated in 
Washington, where any com- 
pany doing more than $20m 
of oil or gas business a year 
with Iran can be prosecuted 
under the Iran-Libya Sanc- 
tions Act (Dsa). 

But while fire and brim- 
stone may be the stock in 
trade for Ayatollah Ali Kha- 
menei and US senator 
Alphonse D' Amato. lisa's ini- 
tiator. Iran’s president 
Mohammad Khatami is 
thumbing ban's nose at the 
US by cultivating relations 
with Tehran's 15 neighbours 
and luring international oil 
and gas companies into 
doing business with Iran. 

Monday’s $20Qm gas agree- 
ment with Turkmenistan 
was only a small start. 
Another gas agreement, 
worth $i.6bn-S2bn. and 
involving Iran, Turkmen- 
istan. Turkey and Royal 
Dutch Shell was also signed 
last Sunday. 

The US response has been 

to announce its exemption 

from Dsa because it predates 
the US act coming Into force. 

Another scalp for Mr Kha- 
tami. "Iran’s great advan- 
tage." said a western diplo- 
mat in Tehran, "is that its 


energy resources and its 
own internal development 
happen to coincide with tre- 
mendous interest from west- 
ern oil and gfl-s companies in 
central Asia. With its own 
oil and gas reserves and Its 
geographical position, Iran is 
bound to be part of the wider 
interest in central Asia." 

Bernard Hourcade, direc- 
tor of the Iranian depart- 
ment at the Centre National 
de la Recherche Scientifique 
in Paris, sees Iran's "global 
mission” its relations with 
the the west, as less of a 
priority today than under 
former president Hashemi 
Rafeaqjani . 

“With these countries. 
Iran is treated as a leader 
and a partner. Furthermore. 
Mr Khatami is surrounded 
by Arabists and speaks Ara- 
bic himself. Mr Khatami is 
married to the niece of the 
imam Moussa Sadr, the for- 
mer Shia Lebanese leader 
who vanished 20 years ago 
and was presumed mur- 
dered. He is also close to 
Nabih Berri, one of Leba- 
non’s principal Shia leaders. 
So Mr Khatami’s priority Is 
to have relations with both 
the Arab world and Iran's 
northern neighbours.” 

Western oil companies 
may not always welcome 
Iran's interest. While they 
beaver away at oil and gas 
concessions granted by Azer- 
baijan and Turkmenistan in 
the Caspian. Iran and other 
countries bordering the 
region have yet to agree on 
the extent of each country's 
legal right to exploit oSshore 
energy resources. 


Turkmenistan is just one 
of four states with which 
Iran has points in common. 
Iran. Russia, Uzbekistan, 
and Tajikistan as well as 
Turkmenistan all support 
president Burhannudin Rab- 
frani, the Afghan leader 
deposed by the Taliban 
regime that is recognised by 
Pakistan, Saudi Arabia, and 
theUAB. 

Their recognition of the 
Taliban could not, Iranians 
insist, have been possible 
without a nod from the US. 

Iran wants an end to the 
civil war in Afghanistan, 
and the repatriation of more 
than 2m refugees from both 
Iraq and Afghanistan in Iran 
and adding to its economic 
problems. It regards the Tali- 
ban regime in Kabul as 
medieval and unstable. 

I ran has its own, more 
logical, version of the 
"dual containment” pol- 
icy practised by the US 
against Iran and Iraq. Iran's 
policy consists of trying to 
contain instab ility from Iraq 
in the west and Afghanistan 
in the east. Both countries' 
internal problems give Iran 
reasons for focusing its 
efforts on building stable 
relations with other neigh- 
bours. 

Russia, meanwhile, is 
viewed as a source of mili- 
tary and technical aid and 
its cooperation a pre-requi- 
site to Iran exploiting Cas- 
pian sea oiL 

Under President Khatami, 
Iran has also started so 
improve relations with Gulf 
Arah states to the south, k 


has initiated full diplomatic 
relations with Bahrain, 
strengthened its air links 
with Saudi Arabia, and since 
the Organisation of Islamic 
Conference summit in Teh- 
ran this month. Improved 
ties with both Kuwait and 
tbeUAE. 

Dubai is one of Iran’s most 
important sources of imports 
- mid the most important for 
much needed US goods and 
services. Dubai is also the 
most important regional 
entrepot for goods going to 
Azerbaijan, Turkmenistan 
and other central Asian 
states. 

As for the European 
Union. Iranians say it just 
wants to do business, regard- 
less of US sanctions and 
with or without the "critical 
dialogue" that was espoused 
by Brussels before a diplo- 
matic incident last March 
with led to the withdrawal of 
ambassadors from both 
sides. The incident followed 
a Berlin court verdict that 
indicted members of the pre- 
vious I ranian administration 
on charges of complicity to 
mnrder. The dialogue 
remains suspended. 

France's oil company 
Total was simply showing 
the way to other EU states 
when it signed up to develop 
Iran's offshore gas fields 
with Indonesian and Russian 
partners, which care as little 
as the EU about the threat of 
US sanctions. j 

US oil companies. Iranians 
say. are just os eager to do } 
business. Like Iran, they are ; 
waiting for US politicians to 1 
catch up with the times. ! 


SGS Societe Generate 

de Surveillance Holding S.A. 

Geneva 


Public offer to repurchase SGS bearer shares of par value CHF 100 each and registered shares of par value CHF 20 each, 
in order to reduce die nominal value of the Company's share capital by a maximum of CHF 1,500.000, representing a 
maximum of 15.000 SGS bearer shares lor 75.000 SGS registered shares), equivalent to a reduction of 0.87% of the 
Company's share capital. This offer is made pursuant to die announcement on October 16, 1997 of the Company's 
intention to repurchase (buy back) and cancel up to 15% of its share capital over a two year period. 


Previous offers 


Decisions of the special 
dtarebalders meeting taken 
on December 16, 1997 


Repurchase offer in 
January 1998 


Pursuant to the decision of die Board of Directors (“Board”) of SGS Soci£t£ Generate de 
Surveillance Holding S.A- (“Company” or “SGS”) of October 30. 1997. and announced on 
October 31, 1997, the Company offered m November 1997 to repurchase its bearer shares 
at a gross repurchase price of CHF 3,000.- and its registered shares at a gross repurchase 
price of CHF 600.-. Pursuant to such offer, the Company repurchased 105,628 SGS bearer 
shares and 179,471 SGS registered shares for a total nominal value of CHF 14,152^120, 
Le. 8-2% of the Company’s share capital. On November 28, 1997, the Board announced in 
the electronic media its decision not to make ao offer to repurchase shares in December 
1997. 

On December 16, 1997, during an extraordinary shareholders meeting, the shareholders of 
the Company derided to cancel the shares repurchased pursuant to the November 1997 
repurchase offer and consequently to reduce the share capital of the Company. At (his 
shareholders meeting the program of repurchase announced on October 16. 1997 was 
modified. As a result, each offer to repurchase shall remain open for 4 business days. In 
addition, the Board may, at its sole discretion, deride to limit the number of shares to be 
repurchased in each offer. 

Pursuant to the derision of the Board, taken on December 29, 1997 and announced on 
December 30. 1997. the Company offers to its shareholders to repurchase their bearer 
shares and registered shares up to a maximum par value of CHF 1,500,000 for subsequent 
cancellation. The Board intends, at a subsequent shareholders meeting, to propose that die 
share capital of the Company be reduced by the nominal value of the bearer and registered 
shares which have been repurchased from the Company's shareholders pursuant to this 
offer and any such future offers. 


Repurchase CHF 
price per CHF 
bearershare CHF 

Repurchase CHF 
price per CHF 

registered share CHF 


2850.- gross repurchase price 
962 JO less Swiss withholding tax (35% of CHF 2750.-) 
1887 JO net repurchase price 

570.- gross repurchase price » 

192.50 less Swiss withholding tax (35% of CHF 550.-) 
377 JO net repurchase price 


Offer period Horn December 31,1 997 to January 7. 1998, 4.00 pm, Swiss time (receipt). 

Notification Shareholders should contact their respective banks or one of the offices in Switzerland of 
Union Bank of Switzerland to accept the offer of repurchase. 

Rank m charge Union Bank of Switzerland, 8021 Zurich, 

of the settlement 


Allocation 


Paymexd of repurchase 
price and delivery of shares 


Taxation 


Applicable law and 
place of jurisdiction 
Federal Act on Stock 
Exchanges and SecurMes 
Trading frSESTA'’) 

Geneva, December 31, 1997 


SGS bearer share 
SGS registered share 


If the total amount of die nominal value of shares notified for repurchase pursuant to this 
offer exceeds CHF 1,500.000, repurchases by the Company shall be proportionally 
reduced on the basis of the total nominal value of the shares notified for repurchase. 
Allocations shall be carried out via the banks on January 8, 1998. 

Payment for the shares repurchased pursuant to this offer will be made against delivery of 
the shares with value date January 12, 1998 at the net repurchase prices (defined above) 
without deduction of any charges. 

The shareholder who sells his shares to the Company is subject to tax and is responsible 
for ensuring that he ^appropriately advised in respect of his tax position. 

Swiss withholding tax 

Tbe tax is calculated as 35% of the difference between the gross repurchase prices (defined 
above) and the nominal value of tbe shares. The Company shall deduct the amount of the 
withholding tax from the gross repurchase prices for tbe account of the Swiss Federal Tax 
Authorities. 

The Swiss Federal Tax Authorities have co nfir med to the Company that shareholders 
are entitled to a refund of this tax provided they already owned the shares on 
December 29, 1997 and that they meet the other legal requirements for a refund. 

Federal stamp duty 

The. repurchase by the Company of its own shares in connection with a reduction in capital 
is not subject to stamp duty on negotiation of securities. 

Direct federal tax 

If the shares farm part of the personal assets of die shareholder, foe sale of such shares to foe 
Company const i t ut es, pursuant to the principle of direct partial liquidation, a taxable income 
equal to the difference between the nominal value of tbe shares and foe gross repurchase price. 
If foe &ares fonn part of the con ano cial assets of foe shareholder, a taxable profit will arise equal 
- to foe (fifiaence between foe book value and the gross repurchase price of the shares (principle of 
book value). The principle of direct partial liquidation has no influence on his tax situation. 

Cantonal taxes 

The camonal income tax treatment depends on the cantonal tax in force at the taxpayer's 
residence or domicile. Most cantonal legislation follows the treatment applied for the direct 
federal tax (principle of par vs. book value). Whether or not the transaction is subject to a cantonal 
income tax in specific cases will depend on foe mfing in foe cantonal jurisdiction concerned. 

This offer is governed by Swiss Jaw and subject exclusively to the Geneva courts. 

The present offer, being published on December 31, 1997, is not governed by the new 
regulations of the SESTA which come into force on January 1, 1998. 

SGS Society Generale de Surveillance Holding S.A. 

The Board of Directors 


Swiss Sec. Code 

249.746 

249.745 


ISEN 

CH0002497466 

CH0002497458 


The Financial Times plans to publish a Survey on 

US Power 
Industry 

on Tuesday February 3 1998 


For further information please contact: 

Kate Zietarski 
Tel: +44 171 873 4263 
Fax: +44 171 873 3428 
or William MacLeod 
Tel: +1 212 745 1343 
Fax: +1 212 319 0704 


FT Surveys 


CALL FOR TENDERS 
FOR THE SALE OF A PLOT OF LAND 
“BARCO SA TEXTILE INDUSTRIES” . 

-ETH N1KJ K EPHALEOU S.A_ ADMINISTRATION OF ASSETS AND 
LIABILITIES” of 9* QoyvMriliotunK Si- A them 10560, Greece in in capacity a 
Liquidator or "TBARCO SA TEXTILE INDUSTRIES' 1 a company witli its 
l e giueiaJ crfTicc in AActai. wfakh k presently under ipcctal liquidati on a c oo nfii q; to 
Ok provisions oT Article 46a ot LI 892/90 by virtue of decision No. 263/1 99 J of the 
Athens Com! of Appeal. 

announces a call for tenders 
for the sak of a pt« of land described bdow: 

A plot of iaod cowering Ml .20 sqm. acconfinf to the title deedi and 1 10.82 sqjn. 
folk** mg s tre et alignment, in O.T.2S9, in tbe Municipality of Metamorphosis. 
ASka. Thai has been declared common use area 

terms or sale 

Tbe sale win take place by way of public auction in accordance so the provisions of 
article 46« of L- 1 892/1990 and Ute terras rocnDcoed in the Call for Tenders and the 
rele va nt Offering Memorandum. The su bmission of a render implies tbe unreserved 
acceptance of aU there terns, faretrantl patties are invited to submit writren, sealed 
bids by Mooday. 26 lamrary 1998, 12-00 noon at the office of Mr. Elias Kariofitu. 
Public Notary ■ (be address; 7. Ktatmoa Street. 10$ SI Athens, let: .1243393. Bids 
■ ^ ■ n ifTwaf iboold be by i texter of pamdee, to remain valid null I 

adjudication, for ibe amount of Dr* OTkUUU (sample lencr of guarantee is included 
in Offering Memorandum!. Tbe unseaKiq; of the bids submitted will take plane oa 
Monday , 26 January 1998. at 200 pjn_ at the above Notary Public's office. 
SUBMESMN5 OF EXFSESSfONS OF INTEXEST- OFFERING MEMORANDUM 
In Oder to obtain the Offering Memorandum in respect of the above sale and for 
any further informal ion, ple ase contact ETHNIKI KEPHALEOU S.A. 
ADMINISTRATION OF ASSETS AND LIABILITIES. Liquidations Department. 
9A ChtytuspiLiolissi* St., IDSfiO Athens, Greece. Tel: +31L 1-323 1.484-87. 
Ra: +30-1-33.17.9(0. 
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IMF capital adequacy demands may hit financial stability again 


Korea banks 
seek to haul 
in debts 


By John Burton in Seoul 

Sooth Korea is bracing today 
for possible corporate bank- 
ruptcies as domestic banks 
try to collect debt payments 
by the end of the fiscal year 

to meet capital adequacy lev- 
els demanded by the Interna- 
tional Monetary Fund. 

The new threat to Korea’s 
fi nancial stability overshad- 
owed reports that foreign 
banks were preparing to roll 
over short-term debts and 
extend maturities in an 
apparent easing of the 
nation's overseas defat crisis. 

Meanwhile, South Korea 
yesterday announced that its 
total external debts 
amounted to $l53bn as of 
December 20 under a new 
definition approved by the 
IMF. But the amount 
excluded borrowings by off- 
shore subsidiaries of Korean 
conglomerates and deposits 
in overseas accounts of Kor- 
ean banks, which are esti- 
mated as at least $50bn. 

“We hope the foreign debt 
crisis is nearly solved, but 
we are still in great danger 
of suffering corporate bank- 
ruptcies if the hanks call in 
loans," said Chang Che-shik, 
an MP and economic adviser 
to Rim Dae-jung, the coun- 
try's president-elect. 

The Korean currency, the 
won, ended a day of wild 
fluctuations by closing at 
1,590 against the US dollar, 
down from 1,396 on Monday, 


as companies sought dollars 
to settle external accounts 
by year’s end. 

Interest rates in the bench- 
mark three-year bond mar- 
ket jumped 140 basis points 
to 30.89 per cent, with com- 
panies desperate to raise 
funds to pay debts to domes- 
tic banks. “No one wants to 
buy corporate bonds because 
of the risks of possible insol- 
vency.” said one Korean 
securities analyst 

At a meeting with 22 bank 
presidents, Urn Cbang-yuei, 
finance minister, urged the 
banks to extend l priding to 
companies, ttanfca are under 
pressure to meet Bank for 
International Settlements 
capital adequacy levels, as 
demanded by the IMF, to 
avoid being closed or 
merged. But Mr i.im said the 
banks were "irrational" in 
rushing to collect debts to 
improve their capital base as 
they would not be required 
to meet BIS standards TmHi 
March 31. although the fiscal 
year will end tomorrow. 

“Banks are required to 
support the corporate sector 
actively to ease liquidity 
constraints," said Mr Lim. 
“Although the government 
has attended sufficient aid 
to help banks meet the BIS 
adequacy ratio of 8 per cent, 
the banks are still reluctant 
to resume lending." 

The finance ministry has 
purchased Won4,S00bn 
(S3bn) in bonds Issued by 



Two Korean girls change currency at a Seoul bank r«*» 


hanks to improve their capi- 
tal base. But hanks remain 
cautious in extending new 
corporate loans because of 
worries that the severe eco- 
nomic slowdown will lead to 
defaults among Korea's 
highly leveraged companies 
and reduce chances of meet- 
ing the BIS standards within 
the next three months. 

The foreign debt exposure 
of Korean conglomerates is 
adding to the uncertainty. 
The external debt figures 
released yesterday said for- 
eign debt borrowed directly 
by companies * in Korea 
amounted to $43.2bn as of 
December 20. but the esti- 


mate excluded corporate bor- 
rowings made offshore as 
thg Korean government h«g 
not guaranteed them. 

In contrast, the Seoul gov- 
ernment has guaranteed the 
repayment of all foreign debt 
by financial institutions, 
which owed $98.8bn as of 
December 20. Foreign debt 
for the public sector 
amounted to fllbn, includ- 
ing $9bn in loans already 
provided from the IMF's 
$57bn bail-out programme 
this month. Seoul said recog- 
nised short-term debt was 
$922bn at the end of Novem- 
ber, while long-term debt 
was $64.7bn. 


Taiwan irks China over trip 


By Laura Tyson to Taipei 

Lien Chan, Taiwan's vice 
president, will visit Singa- 
pore avis' the New Year In a 
rare overseas trip that has 
ruffled feathers in Beijing, 
which feels Taipei is not 
entitled to foreign relations. 

The planned visit may 
have diplomatic motives, but 
is also intended to play to a 
domestic audience as Mr 
lien shifts his 2000 presiden- 
tial election campaign into 
high gear. 

Billed as a “holiday” by 
Taiwan's foreign ministry. 
Taipei is not saying whether 
the January 1-4 trip will 


include meetings with top 
officials. 

“The vice presidential cou- 
ple will use their New Year 
holiday to go to Singapore 
for a four-day visit with 
their friends and family." 
the ministry said. 

China has warned Singa- 
pore not to damage bilateral 
relations, but stopped short 
of demanding that the city- 
state cancel the planned 
visit 

“We are seriously con- 
cerned about this news and 
have made representations 
to the Singapore side,” Tang 
Guoqiang, China's foreign 
ministry spokesman, said 


yesterday. “We hope the 
Singapore government will, 
proceeding from the overall 
friendly interests of the two 
nations, solve tills problem 
and avoid unnecessary inter- 
ference or damage to bilat- 
eral relations," he said. 

Goh Chok Tong. Singa- 
pore's prime minister, 
annoyed China by making a 
surprise November 28 “tran- 
sit stop" in Taiwan, where 
he discussed Asia's currency 
crisis with Vincent Siew, 
Taiwan’s premier, at Taipei 
airport 

Beijing cautioned Singa- 
pore that its ties with 
Taiwan must remain limited 


to unofficial economic rela- 
tions. Singapore formally 
recognises the communist 
People's Republic of China, 
but maintains extensive 
trade and investment ties 
with Taiwan. 

Beijing has regarded the 
island as a rebel-held prov- 
ince ineligible for foreign 
ties and has tightened a dip- 
lomatic squeeze on Taipei in 
its quest to bring Taiwan 
undo: mainland rule. 

Under pressure from Bei- 
jing, Taiwan officials have 
engaged in “vacation diplo- 
macy" to carve out what 
Taipei calls international 
"survival space" for Taiwan. 


Asian w hi rlwind could soon 
prove Vietnam’s problem too 


Vtetnalmp^^^ssurafor refoiin 
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T o some of the hard- 
ened Ideologues in 
Hanoi, the Asian 
financial crisis may look like 
someone else’s problem. 
While currencies and mar- 
kets gyrate, co mmunis t-run 
Vietnam, with no convert- 
ible currency or stock mar- 
ket, seems an island of calm 
amid the capitalist turmoil. 

But economists say such a 
view would be a mirage. The 
contagion that so quickly 
found victims in Asia has 
started to affect Vietnam’s 
S25bn economy. 

“There are some extraordi- 
narily worrying signs emerg- 
ing," says Andrew Steer, the 
World Bank's Vietnam-coun- 
try director. “It's obvious 
Vietnam is going to be 
affected much more than ini- 
tially thought." 

Regional currency devalu- 
ations have blunted the com- 
petitiveness of Vietnam's 
exports, what little of them 
are value-added goods. Bank- 
ers say the currency is some 
30 per cent overvalued. Any 
retreat by Asian investors 
will hit Vietnam hard, 
because 70 per cent of its for- 
eign investment comes from 
elsewhere in Asia. 

This means intense pres- 
sure on Hanoi's new leader- 
ship to move ahead with 
stalled economic reforms, 
most urgently among the 
state-owned enterprises 
(SOEs). 

Most of Vietnam's 5,700 
SOEs are in a mess, crumb- 
ling in the face of foreign 
competition despite privi- 
leged access to loans and the 
cushion of tariffs. According 
to Le Dang Doanh, an econo- 
mist, most operate with 
obsolete mac h inery; up to a 
third of capital stock is use- 
less. 

Official numbers show 
SOE output growing but this 
is mostly because statisti- 
cians lump the loss-makers 
together with lucrative joint 
ventures with foreigners, a 
significant distortion as 98 
per cent of such ventures are 
with SOEs. 


Also, SOEs are lumbered 
with trig debts, the result of 
politically inspired lending 
by state-owned banks. This 
threatens the banking sys- 
tem and, ultimately, Viet- 
nam’s fiscal position, the 
World Bank says. The foot 
that the sector accounts for 
41 per cent of state budget 
revenues means for-reaching 
reform is urgent. 

Phan Van Khai, prime 
minister, recently 
announced a plan to cut 
away non-performing SOEs 
and concentrate on 300 of 
the most healthy. Another 
150 will be auctioned off, 
some possibly to foreigners. 
But observers say the plan 
fails to level the field 
between SOEs and the pri- 
vate sector, seen as the best 


Politburo. 

“The Vietnamese process 
hasn't got as far as the Chi- 
nese. There is no consensus 
yet that the state should 


withdraw from direct pro- 
duction," says Ari Kokfco of 
the Stockholm Institute or 
Economics. 

The Tnain impe dim ent is 

vested interests. At the 
state-owned Dong Nai Paper 
enterprise, in a sprawling 
industrial zone outside Ho 
Chi M3nh City, its director, 
Bao Hoan, says the govern- 
ment should protect strate- 
gic industries. 

“In terms of technology, 
we are 20 years behind other 
countries. If you ask SOEs to 
compete on equal footing 
[with foreign companies! it's 
Alm ost like asking for a foot- 
ball match between Vietnam 
and the best British team." 


gic, suspecting the net has 
been cast wide to protect 
monopolies intertwined with 
the political elite. 

“Aside from utilities, I 


don't see much justification 
for monopolies,” says Jean- 
Luc Berlasconi, economist at 
the United Nations Develop- 
ment Programme. “They'll 
just provide some rent to the 
monopolists at the expense 
of the rest of society." 

One of Dong Nai Paper's 
"strategic" products, for 
example, is a classroom 
notebook, produced on dis- 
counted interest rates from 
state-owned banks. 

Economists say Hanoi 
must cut the links between 
SOE managers and minis- 
tries controlling access to 
business licences. But that 
will be hard, given many big 
SOEs are doing nicely out of 
the licence regime. The mili- 
tary, which controls many 
strategic SOEs, is also likely 
to resist such moves. 

“There’s an obvious con- 
flict of interest if you have 
the fox guarding the hen 
house,” says Fred Burke, a 
lawyer with Baker & 
McKenzie. “The lobbies have 
got stronger. Now, there are 
Vietnamese companies with 
real revenues they want to 
protect." As for privatisa- 
tion, Vietnam is still feeling 
its way. A scheme launched 
in the early 1990s has seen 
only 14 companies auctioned 
off. raising $15m. A stock 
market is years away. 

General Le Kha Phieu. 
appointed on Monday as 
Communist party general 
secretary, appeared to 
favour only cautious moves 
in bis first comments since 
taking office. Regional eco- 
nomic woes would have 
“some impact on our econ- 
omy” and it was important 
to “continue the reorganisa- 
tion of state-owned enter- 
prises". 

But Carlyle Thayer, profes- 
sor of politics at the Austra- 
lian Defence Farce Academy, 
says: “It will be business as 
usual: muddling through, 
with no firm action on 
SOEs." 

Observer, Page 9 

Jeremy Grant 


Some sympathise with the 
view that strategic indus- 
tries need time to become 
hope for building export-led competitive. But critics 
gro w th. Nor does it yet have doubt that all the chosen 300 
backing from the ruling in Mr Khai's plan are strafe- 


Malaysia I China crackdown on 
finance internet ‘subversion’ 


houses 

By Sheila McNulty 
in Kuala Lumpur 

Bank Negara Malaysia, the 
central bank, yesterday con- 
firmed planned mergers of 
several finance houses to 
enable the country’s stron- 
gs - companies to bail out 
the weaker ones. 

A central bank spokes- 
person said the authorities 
were hoping to appoint a 
core group of the stronger 
finance companies as an 
anchor to which the smaller, 
weaker ones could be 
attached. But the plan is 
still being finalised, with 
details to be awnniwrad tn 
the first week of January. 

Although the government 
has said there would be no 
bail-outs of companies or 
banks, analysts said the 
mergers were dearly aimed 
at rescuing finance compa- 
nies hit by the regional 
financial crisis. 

They said a similar 
restructuring of the banking 
sector was also likely, to be 
followed by a rescue plan 
for brokerage houses. ' 

The ma t" finance compa- 
nies so for being considered 
for anchor status are Haektxi 
by banks; Arab-Malaysian 
Finance, Mayban Finance, 
Public Finance and Hong 
Leong finance. Bank Negara 
has long s u p ported mergers 
among the 39 finance com- 
panies to consolidate and 
strengthen the sector before 
opening ft to foreign compe- 
tition, a move previously 
resisted by the companies. 
Since the financial crisis, 
many have been left with a 
growing burden of non-per- 
forming loans, prompting a 
more flexible approach to 
possible mergers. 

Total outstanding loans 
are expected to amount to 
170 per cent of gross domes- 
tic product by the end of 
this year, making Malaysia 
the most heavily indebted 
country in south-east Asia 
and leaving economists pre- 
dicting growing defaults as , 
the economy slows. 

The government predicts 
the economy will grow at 
4-5 per cent next year, down , 
from an earlier forecast of 7 , 
per cent. Economists say 
non-performing loans are 
running at a rate of 5-6 per 
cent and conld rise as high 
as 16.7 per cent next year. 

Over recent months depos- 
itors have been deserting 
smaller, riskier finance com- 
panies and banks for larger 
and foreign institutions, 
increasing the likelihood of 
collapse for some finance 
companies. 


By James Harding 
on Shanghai 

f auna yesterday announced 
a series of regulations to 
control use of the internet - 
an attempt to crack down on 
artwork users that the Bei- 
jing leadership claims are 
lonTrmg state secrets and dis- 
seminating “harmful infor- 
mation". 

The Chinese government 
has shown an ambivalent 
attitude towards the internet 
in the past, instinctively 
wary of its potential to 
spread subversive informa- 
tion while drawn by its 
capacity to shoulder techno- 
logical innovation. 

But yesterday's announce- 
ment marks a tightening of 
the regulatory environment 
for internet users, bringing 
the new medium into line 
with other forms of mass 
communication that are 
strictly controlled by the 
government. 

Zhu Entao, assistan t min- 
ister for public security, laid 
out the regulations which 
will cover crimes such as 
le aking state secrets, 
political subversion and 
spreading pornography and 
violence. 

The regulations, which 
include 25 articles, were 


approved by the State Coun- 
cil, China's cabinet, earlier 
t hfc month and took effect 
yesterday. The new laws go 
beyond earlier provisional 
regulations first promul- 
gated in February 1996 and 
revised in May 1997, which 
also ban pornography and 
warn against leaking state 

• According to the state- 
ment released by Xinhua, 
the official news agency, the 
rules are intended to protect 
against computer hacking, 
viruses ami other computer- 
related crime. They promise 
"criminal punishments” and 
fines of up to Ynl5.000 
($1,800) for internet provid- 
ers and users who violate 
China's rules governing use 
of the net. They will apply 
both to individuals and busi- 
nesses. 

The government statement 
pmlpag an implicit attack on 
users of the internet who 
have sought to promote the 
separatist movements in 
Tibet and Xinjiang, the Mos- 
lem region in the for west of 
China, by alleging that some 
Internet users have been 
involved in efforts to “split 
the country". 

Another element of the 
regulations released yester- 
day appears to be aimed at 


jlitical dissidents by out- 
wing transmission of infer- 
ation that "defames fov- 
■runent agencies’*. 

Mr Zhu said internet links 
nee 1994 had boosted Chi- 
i*s cultural and scientific 
to, ion. «ith Iho world, 
trt, he added, “the connee- 
on has also brought about 
une security problems. 

Lciuding manufacturing 
id publicising harmful 
formation, as well as to*- 
ctitP secrets through the 


Taiwan. 

Under the new rules. Inter- 
net providers will be subject 
to supervision by China's 
public Security officials and 
will be expected to help 
track down violators of the 
internet laws. But yester- 
day's statement gave no 
indication of what further 
resources Beijing might com- 
mit to policing 1 the internet 
in the future. 

' The Internet Information 
Centre of China shows that 
more thflp 49,000 host com- 
puters and 250,000 personal 
computers were connected to 
the internet at the end of 


October. 


Thai surplus fails to 
impress investors 


By Ted Bardacka 
in Bangkok 

Thailand had its first 
current account surplus in 
more than a decade in the 
months of September and 
October, a sign that the 
country's precarious exter- 
nal position is beginning to 
improve, the country’s cen- 
tral bank said yesterday. 

Yef the improvement in 
the current account to a sur- 
plus of BtSAbn in September 
and Bt26.3bn in October, 
accompanied by a sharp rise 
in the October trade surplus 
to Bt233hn, has yet to trans- 
late into a return of confi- 
dence in the economy by for- 
eign investors. 

Thailand recorded a bal- 
ance of payments deficit in 
November of Btl85bn. com- 
pared with a surplus of 
Bt58-3bn in October that was 
the result of an Injection of 
cash from the rescue pack- 
age arranged by the Interna- 
tional Monetary Fund. 

Economists said private 


capital inflows would proba- 
bly not resume until Thai- 
land’s trade surplus was the 
result of - strong export 
growth. 

Despite added competitive- 
ness brought on by devalua- 
tion of the baht exports in 
dollar terms have Increased 
only 4.6 cent through the 
first 11 months of the year, 
while imports have fallen 9.8 
per cent as a result of the 
ghrtttiring economy. 

“Most of the surplus Is 
still import contraction. 
That’s not the picture you 
want,” said Paul Alapat. 
economist with Indosaez 
WX Carr In Singapore. Mr 
Alapat' - predicts ■ voluntary 
capital flows are unlikely to 
return until export growth 
reaches 12 to 15 per cent for 
several months. 

Many Thai exporters have 
been unable to take advan- 
tage of their new currency 
competitiveness because of 
interest rates that remain 
above 20 per cent and a 
hoarding of cash by commer- 


cial banks which are being 
forced to raise capital early 
next year. 

Other central bank data 
showed the depth of Thai- 
land's economic slowdown. 
Manufacturing production in 
October was down 12-3 per 
cent from the same period 
last year, while private 
investment dropped 0.2 per 
cent. Most economists are 
predicting the Thai economy 
will shrink by at least 2 per 
cent next year. 

Foreign reserves as of 
December 15 rose slightly to 
$26.9bn from J26Jbn at the 
end of November, as did the 
central bank's net forward 
contracts, which stand at 
$18.7bn. The central hank 
also said that at the end of 
October Thailand bad a total 
of $92.9bn in foreign debt, of 
which 34.4 per cent matured 
in 12 months or sooner. 

Private sector obligations 
accounted for $7Q.7bn, gov- 
ernment debts were $l7.2bn 
and the Bank of Thailand 
owed $5J.bn to the IMF. 


Sonia Gandhi ignites campaign 


By Amy Louse Kazmin 
in New Delhi 

India’s rightwing Bharatiya 
Janata party (BJP) yesterday 
warned its rival, the battered 
Congress party, that the 
entry of Sonia Gandhi, 
widow of former prime min- 
ister Rajiv Gandhi into the 
election fray could become 
an explosive campaign issue. 

Until Monday the BJP 
seemed poised for unprece- 
dented electoral gains, as the 
divided Congress suffered a 
spate of detections and foiled 
to tie up key poll alliances in 
the run-up to a general elec- 
tion expected in February or 
March. 

However, the dramatic 
decision by the 51-year-old, 
Italian-born widow to make 
a public foray into politics to 
campaign for Congress, the 
party indelibly associated 


with her husband's family, 
adds new uncertainties. 

Congress leaders hope that 
when she bits the campaign 
trail Mrs Gandhi will galvan- 
ise support from rural 
Indians nostalgic for the 
strong leadership of the 
Nehru-Gandhl dynasty - 
Jawaharlal Nehru, his 
daug hter Indira Gandhi, and 
her son Rajiv. 

That support, they hope, 
will be enough to help them 
garner sufficient parliamen- 
tary seats to keep the BJP 
from power. 

But BJP leaders said Mrs 
Gandhi's participation in the 
campaign would neither 
save Congress nor threaten 
the BJP’s electoral pros- 
pects. “If Nehru, Indira 
Gandhi and Rajiv Gandhi 
could not check the growth 
of the BJP, how can Sonia 
Gandhi check the growth of 


the BJP?" asked BJP spokes- 
woman Sushma Swaraj. 

Instead, Ms Swaraj 
warned, Mrs Gandhi's cam- 
paigning would revive dor- 
mant but unresolved issues 
from her husband's tenure 
as prime minister. Including 
allegations of involvement in 
a kickback scheme to buy 
guns from .Bofors, the Swed- 
ish weapons producer. 

The BJP would, also ques- 
tion whether someone bom 
outride India should play a 
prominent role in national 
politics. “If she is the chief 
campaigner of the Congress 
then all those Issues are 
bound to come to the fore," 
Ms Swaraj said. 

Congress leaders, however, 
are confident that such criti- 
cism would carry little 
weight with the rural 
masses, who have taken Ind- 
ira Gandhi's daughter-in-law 


into their hearts. “The 
Indian public has accepted 
Sonia Gandhi as very much 
a part of India,” Congress 
spokesman VN. Gadgfl said 
yesterday. 

Political observers said 
Mrs Gandhi’s impact on the 
election would depend partly 
on whether she became a 
candidate or. remained a 
“token campaigner”, and 
whether she was projected 
as the party's de facto prime 
ministerial candidate. 

Pressure is already mount- 
ing within the party for her 
to run for parliament But 
Mrs Gandhi, who has yet to 
appear in public since her 
announcement, has not clari- 
fied the extent of her 
intended campaign role. 
Meanwhile, several Congress 
defectors said they would 
not rejoin the party nniq^ 
Sonia Gandhi became leader. 


Indians rush for tax amnesty 


By Amy Louise Kazmin in New Delhi 
and Krishna Guha m Bombay 

Large crowds are expected to flock to 
banks and tax offices throughout India 
today as citizens take advantage of the 
last day of an amnesty for tax evaders. 

The rush has been fuelled by a 
highly visible advertising campai g n. 
The message has been hammered home 
by a series of tax raids and letters sent 
to cellular phone users, home and car 
owners and other visibly affluent 
Indians, asking them to account for 
their spending. 

“We have been doing a lot of silent 
homework,” said NJL Sin g h , revenue 
secretary. “Those who don’t avail 
themselves of the scheme will not find 
life very easy" 

India's Voluntary Disclosure Scheme 
was initiated in July as part of a tax 
restructuring programme launched by 
P . Chidambaram, finance minister, and 
aimed at widening the country's tiny 
tax base. 

Only 12m of India's 950m citizens file 
tax returns, and even those who do 
understate their earnings. But Mr Chi- 
dambaram gambled that revenues 


could be increased if tax rates were 
lowered and more people opted to pay. 

In his budget last March he lowered 
the maximum personal income tax rate 
to 30 per cent and corporate tax to 35 
per cent, at the same time offering an 
olive branch to tax dodgers if they dis- 
closed hidden assets. 

Under the scheme, companies and 
individuals can pay the new tax rates 
without penalty. Interest or surcharge 
on previously undeclared assets, 
including property, cash and jewellery. 
Declarants are immune from prosecu- 
tion concerning those assets. 

The government has spent about $8m 
on advertising. Since August 
have been bombarded with television 
and newspaper announcements touting 
the advantages of declaring hidden 
assets. Recently the adverts have taken 
on a more m en aci ng tone, warning citi- 
zens to act while they still have time. 

“It has been carrot and stick " says 
N.P, Satynraurthy, senior media con- 
sultant at Ogilvy & Mather, which 
developed the campaign along with 
Hindustan Thompson Associates. 

"Initially we wanted people to come 
on their own without panicking, in the 


w 

Cism. But officials sa 
had been encouraged b 
rates, and the lack of 
cost of managing biac 
only be incremental 
ta “ s ." Mr Singh said. 

No collection target 
udy announced, but M 
scheme had “more 
expectations". 

He declined to say lu 
had been mopped uo 
J50.000 declarations wi 
the deaeffine and total 
exceed $800tn. 

“That's just a fracti 
India’s hidden wealth 
say Indian tax officials 
are serious aboi 

SS!^? Uzena 

their true worth." 

Chandiok; « t 

account.™ 
threat only for the timi 
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When mechanical failnre delayed their Namsoeg River 
diversion project id Laos, the Hazama Gerporatioo of Japan faced 
ao even bigger problem: the site was in deepest jangle, miles from 
any reliable conventional commnnicatien facilities. 

Using Inmarsat's direct satellite technology, the company’s 
offices and the site were able to stay in constant contact by phone, 
fax and even e-mail, ensnring that spare parts were qnickly 
shipped art. 8f coarse, it’s not jost constrnction companies who 
benefit from Inmarsat. The service is also proving indispensable to 


people like corporate execntives...oil mdnstry hHsioessmen...trnck 
drivers away from faase..^oveniment officials...anyone who needs 
to stay in toncb wherever they are. 

Wbat’s more, today's satellite eqnipment is as portable as 
a notebook PE and the service affordable enough to use at any 
time. So if yon want to stay in contact wherever yon are, make 
contact with Inmarsat. 
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Opposition party says cost to public sector three times more than government predicts 


Computer ‘bomb’ cost estimated at $5bn 


By David WIghton, 

PoWScal Correspondent 

Tackling the Tfiriiwmttmi computer 
“bomb” could cost the government 
E3bn (S5bn), three times the 
amount ministers have predicted, 
according to analysis by the oppo- 
sition Liberal Democrat party. 

Hie figures, compiled from infor- 
mation supplied by central govern- 
ment departments, local govern- 
ment and the National Health 
Service, compare with ministers' 
forecasts of £370m for central gov- 
ernment and about £lbn for the 
public sector as a whole. 


Malcolm Bruce, the Liberal Dem- 
ocrats' Treasury spokesman, said 
the new estimate underlined his 
fear that the government was not 
taking the threat seriously enough. 
He said the problems caused by 
computers which cannot distin- 
guish between dates in the 20th 
century and the 2 lst century were 
already being felt within govern- 
ment departments. 

Calling for a National Audit 
Office inquiry, be warned that the 
costs of reprogramming computers 
could put public sector budgets 
under acute pressure. 

“Because of Labour’s acceptance 


of Tory [Conservative] spending 
plans, there is no extra money 
being made available to deal with 
the problem. 1 am convinced that t 
the NHS, our armed forces and 
local authorities are going to have 
a real problem on their hands come 
the year 2000." he said. 

Last month. David Clark, the 
public sendees minister, . told the 
House of Commons that it would 
cost £370m to prepare central gov- 
ernment computers for 2000. He 
admitted he had no estimate for 
the cost to the whole public sector 
but said the Liberal Democrats’ 
prediction of nbn was about right. 


Now Mr Bruce has revised that ear- 
lier estimate from £lbn to between 
£lJ9bn and £3bn. 

The figure includes an estimate 
of £500m for the NHS, based on 
calculations by Professor Mike 
Sndth of St Bartholomew’s Hospi- 
tal in London, and another £500m 
for local authorities. Mr Brace esti- 
mates that a further £150m will 
need to be spent by other public 
sector bodies. 

Given the government's lack, of 
preparation - it had spent only 
£4m dealing with the problem by 
July this year - private sector 
experience suggests it would be 


prudent to factor in cost' overruns' 
of between 23 per cent and 100 per 
cent, according to Mr Brace. He 
pointed to the example of U nflefre r 
which recently trebled its estimate 
far fcudfHwg 1 the mfijenniam bomb 
to £300 ul 

Mr Bruce said that even £3bn 
could be too low in the ligtictf a 
parliamentary answer from the 
Department of Health. The depart- 
ment said the best estimate was 
that the cost of resolving the prob- 
lem would be equivalent to annual 
expenditure on computer systems. 
Far central government alooe. that 
expenditure is £2£bn a year. . 


Media presses 
in millennium 
dome debate 


Millennium nation 

Commi'.'.ior. grant awarded 
per liorjd o! population . 


The Millennium Comm- 
ission - charged with the 
unenviable task or organis- 
ing the US’s year 2000 cele- 
brations - wanted to stay 
tight-lipped about its most 
controversial project at a 
press conference yesterday. 

But a watchful media hod 
other Ideas and officials 
faced a barrage of questions 
about the Millennium Dome, 
the controversial flagship 
structure being built at 
Greenwich, south London. 

The commission unveiled 
Us new logo, a blue M hov- 
ering over an orange cres- 
cent, along with a map of 
projects and a website. 

The aim was to highlight 
185 other schemes around 
the country which have 
been granted more than 


£I.2bn ($1.9bn), but which 
are starved of publicity by 
the dome, intended to be the 
focus of Britain's millen- 
nium celebrations. 

But it was soon discovered 
that by "an oversight” the 
dome had been left off a 
website map of big projects. 
There were passing refer- 
ences to the dome - the 
commission is contributing 
£450m of its £758m budget - 
but in less detail than the 
regional landmark projects. 
Officials were updating the 
map last night to Include 
the dome. “It's not a con- 
spiracy and it will be on 
there. We thought it was on 
there already,** said Mike 
O'Connor, policy director. 

Then it emerged that the 
logo, part of a £23,000 
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branding exercise, may not 
feature in the dome. New 
Millennium Experience, the 
company organising the 
Greenwich extravaganza, is 
devising its own logo. 

These things are for dif- 
ferent purposes. One is a 
national event in the year 
2000. What we are trying to 
do is generate a family iden- 


tity for longer-term projects 
throughout the country.” 
said Eric Sorensen, the com- 
mission's chief executive. 

Officials said the logo - 
the “millennium mark” - 
represented the dawning of 
the millennium, not M for 
Mandelson. the minister in 
charge of the dome. It was 
devised by consultant 


Lloyd Northover Citigate. 

The commiss ion also dis- 
closed figures showing that 
Northern Ireland bad been 
awarded the biggest grant 
per bead of population 
(£52.40). The east Midlands 
(£11.29) and south-east 
(£11*31) received least. Lon- 
don was mid-table, bat if 
the dome was included its 


figure would soar to £80. 
Comparisons are difficult 
because £5 7m of the dome’s 
budget is for regional 
events. 

Brian Groom 

Millennium Commission web- 
site: http: 1 1 www. millenn i- 

umjjov.uk 


Numbers deal heralds full telecoms competition 


By Alan Cane 

The most important barrier to full 
competition in UK telecommunications col- 
lapsed yesterday as Oftel. the industry regu- 
lator, announced agreements on reciprocal 
number portability with all main operators. 

Don Cruickshank, Oftel director-general, 
said the agreements would guarantee that 
telephone users will be able to keep their 


numbers when switching operator. More 
than 50 offer full telecoms services in the 
UK. but customers hare been reluctant to 
take advantage or lower prices because of 
the risk of losing a familiar telephone num- 
ber. Until now portability has been possible 
only when moving from or to British Tele- 
communica tlons. 

Portability was introduced in the UK 18 
months after a fierce five year battle 


between BT and Mr Cruickshank over who 
should pay the bill for the engineering mod- 
ifications required. That led to an unprece- 
dented reference by Oftel to the Monopolies 
and Mergers Commission, which ended in a 
technical victory for the regulator. 

Mr Cruickshank said yesterday: “Since 
number portability started in June 1996, 
more than 150.000 numbers have been 
moved, a clear sign of customer demand for 



this service. Around 5,000 numbers are cur- 
rently being moved each week.” ' 

The cost or number portability is falling as 
computer Intelligence is incorporated into 
networks. 

Yesterday’s announcement does not 
include mobile phone operators- 
Mr Crui ckshank intends to hold the first 
ever public debate on the future of telecoms 
regulation in the UK on Fehroary 10. 


The Rank of England, the UK Centra] bank, is confident 
the growth of title economy will slow in the coming year, 
keeping a lid on. prices without caustag-a recession. Eddie 
George, the Bank's governor, yesterday said the UK was. 
in ate.voqi^iepositinii, after six years of growth with 

unemployment and law- inflation. But be said: “We 
have now got 'a more difficult position, because we have 
used up most of the spare capacity, in; the economy. We 
have beat growing at an unsustainably. rapid rate over 
thetestri2 months, so the economy will need to slow 
down during the course of next year. And. we believe it 
will slow down." - - • 

Since November, when the Batik raised interest rates to 
7.35 per cent, output has shown signs of cooling. But the 
Bank te worried that strong demand fra: labour could lead 
to higher' wages 'and prices. Mr George said it was difficult 
to predict-how Seat or by how much the economy would 
slow. " We made our forecast In November, in which we 
ahowed that the economy would slow down, but we wer- - 
en’t anticipating a recession," he said. 

Evidence of a slowdown came from the House Builders 
Federation, the trade body for private house builders in 
England and Wales. Its survey of 300builders showed 
house price inflation levelling off. Richard Adams 

■ STOCK EXCHANGE 

Rogue trading patterns targeted 

London Stock Exchange officials will be watching care- 
fully this morning to catch “rogue" trading patterns that 
could throw out fund managers’ year-end portfolio valua- 
tions and bring further criticism of the electronic trading 
system. Stung by complaints about the volatility of share 
prices on the new system, the exchange has introduced a 
price- vetting mechanism to ensure anomalous prices are 
discarded for valuing portfolios and calculating market 
indices. The -closing price for valuations is usually the 
price of the last trade on the exchange’s Sets electronic 
order book, and that will remain the norm today. But 
when the last price “has moved by an exceptional amount 
compared to three specific [but unpublished] price points 
In the previous hour, the official closing price will move 
to that of the previous automatically executed order.” 
Today’s dosing prices will be used for year-end. portfo- 
lio valuations, and will directly affect many fund manag- 
ers' fees: - George Graham 

Market report, Page 22 

■ WELFARE • 

Minister considered avoiding refund 

Harriet Harman, chief social security minister, considered 
changing the law to avoid paying £400m ($660m) in 
National Insurance refunds to actors and musicians, but 
changed her mind because of legal advice that the move 
would breach human rights. Ms Harman said in a leaked 
letter to Gordon Brown, the chancellor of the exchequer, 
that the artists were legally entitled to the refund because 
of a mistake, over six years, in their contributions. But in 
a sign of her determination to save money on the welfare 
bill, die said she bed “explored the possibility of taking 
powers in the current sodal security bill to limit the 
refunds". “Legal advice is that this cannot be achieved 
without contravening the European Convention on 
Hainan Rights," she told Mr Brown. George Parker 


HELLENIC TELECOMMUNICATIONS ORGANISATION S.A. (OTE) 

Condensed Financial Statements 
Prepared under International Accounting Standards 
as of September 30, 1997 
(in millions of Greek Drachmae) 


BALANCE SHEET 


ssets Shareholders’ Investment & Liabilities 


Fixed Assets 


Shareholders' Investment 


Telacommumcatton Praoerty. Plant and Equipment 1.525.326 Share capital 


Less: Accumulated Depreciation 


investments 

Other non current assets 
Deterred mccma ta> benefits 


Current Assets 
Cash and cash equivalents 
Accounts receivable 
Materials and supplies 
Other current asses 


>6 52,919) PakUn surplus 

Reserves and retained earnings 


185 294 Subsidies, net of amortisation 

34.472 

_ pq j 54 Long-term debt 

279.920 

Reserves for staff retirement and other 
employee benefits 

100 326 
205119 

10.763 Other reserves and long term liabilities 

74,346 

Current Liabilities 
Bank loans and overdrafts 
Accounts payable 
Income taxes payable 
Dividends 

Other current r. abilities 


f .543 8S5 


340.237 

239.279 


131.678 


167.289 


-1&352 


8.351 

34,291 

39,072 

0 

83.448 

165.162 

1.543.886 


STATEMENTS OF OPERATIONS 

MOVEMENT IN SHAREHOLDERS’ INVESTMENT 

Operating revenues 
Oocrat-Tg eepenses 

559.572 
,359. 1 POj 

Shareholders InvestmetiL January 1 

617.596 

Operntrrg prc5: 

23Q.H72 

Not profit for the period 

143.822 

Finan=j’. net 

,1 025t 

Casia! increase 

23.738 

ProS on sa'e o! uivcshnen: 

f 1.000 



Other. r*et 

i;t.J40i 
.1 1G5; 

P;ud-»n surplus, net ot share issuance expenses 

164.678 1 

Pratt before menme taxos 

229 307 



IreernekKCj 

i?.5.485i 




Net pros fa? the period 

142.822 

Shareholders' investment. September 30 

949 ; 834 


The major differences between Statutory and IAS financial statements relate to the accounting of staff retirement 
and other employee benefits. suhs:di« and dilfered income ta<es. 

No comparative figures are provided as no financial statements as of September 30, 1996 were prepared. 
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ARTS 


Saleroom in 1 997 /Antony Thomcr oft 

The tables are 
turned at the 



W hen Melanie 
C 1 o r e 
stepped 
down from 
the rostrum 
at Sotheby's in Bond Street 
on December 9 alter raising 
£6. 7m from selling 27 paint- 
ings by Giorgio Morandi, she 
was awarded a white glove. 
This is the traditional trib- 
ute to the auctioneer who 
succeeds in finding buyers 
for every lot in a sale. 

The auction of the Plaza 
collection of works by this 
currently fashionable 20th- 
century Italian artist was a 
tremendous success, with 
virtually every lot doubling 
its estimate. It proved to be 
one of the best moments in 
what was often a difficult 
year for Sotheby’s. 

It lost out to Christie's in 
the contest to sell off the two 
biggest single-owner collec- 
tions to come on to the mar- 
ket. the Loeb collection of 
Impressionist and Modem 
art in May, which totalled 
$92£m, and set a record for a 
Toulouse-Lautrec painting of 
$14. 5m; and the Ganz sale in 
November, which brought in 
$20 6m for modem art, a 
record for any single owner 
sale, with Picasso's "Le 
reve” making $48. 4m - the 
highest price paid at auction 
during the year. 

It also suffered embarrass- 
ment when its two star 
autumn auctions in New 
York, the Sharp collection of 
French 20th-century art and 
the Keir group of medieval 
enamels, both bombed, 
although Sotheby's almost 
managed to break even on 
the paintings by selling the 
most expensive lot, a Modi- 
gliani nude, after the sale for 
Just over $9m. 

It was little surprising that 
by year end, for the first 
time in over 40 years. Chris- 
tie's should overhaul Sothe- 
by's as the biggest auction 


house in the world, with 
sales in excess of £l. 2 bn, the 
highest total since the 
record 1989-90 season. 

Yet despite these setbacks, 
which must be bad for 
morale in such a gossipy and 
intensely competitive mar- 
ket, Sotheby's has some 
cause for satisfaction. Its 
profits remain higher than 
Christie's, at $2fim after tax, 
for the first six months of 
the year, as against $2lm at 
Christie’s. The London-based 
auction house is obviously 
securing turnover at the 
expense of margin, mainly 
through lavish marketing 
programmes, but also by sec- 
uring mryor collections by 
offering very competitive 
deals. 

T his is particularly 
true of Ganz. 
There is some 
confusion about 
the nature of the 
guarantee that Christie’s 
offered the executors to 
secure the pictures. A figure 
of $l30m has been mooted, to 
be handed over whatever 
happened at the auction on 
the night. In the event Ganz 
brought in much more, but 
it is quite possible that a 
hi gh per centag e of the addi- 
tional income went to the 
Ganz heirs, or to a third 
party brought in to act as a 
guarantor for the guarantee, 
rather than to Christie’s. 

Sotheby’s can also gain 
some satisfaction in cleaning 
out its Augean stables, an 
apt term since its reputation 
has been tarnished for years 
by its willingness to sell 
antiquities, plus Old Mas- 
ters, smuggled out of Italy 
and elsewhere, of doubtful 
provenance. After a TV 
exposure early in the year it 
spent a reputed £7m in 
Mrawnnmg its records, train- 
ing its staff; and presenting 
to the world a new squeaky- 


clean image, even if means 
turning away £20m a year in 
dubious business. 

Christie's remained dis- 
creetly quiet during the 
whole sorry episode, but will 
doubtless take care that it is 
not caught sacrificing repu- 
tation for profit - or wiling 
goods that Sotheby’s has 
turned away. Its big story 
happened in the flwai weeks 
of the year when the long 
expected take-over bid for 
the company materialised in 
the unlikely form of SBC 
Warburg. The idea is that 
Christie’s carries an, but is 
owned by a group of rich 
men, plus SBC Warburg. 
This should provide it with 
almost unlimited financial 
reserves when It competes 
for the big consignments, 
but its new owners may 
want a better return for 
their money than Christie’s 
baa managed recently. 

Well-heeled backers 
should enable Christie's to 
avoid the ultimate disaster 
giving a $100m guarantee on 
a collection which, through 
chance or circumstance, 
drops like a stone, taking the 
saleroom down with it But 
there is something depress- 
ing about both Sotheby's 
and Christie’s becoming the 
playthings of rich men, and 
dominating, through their 
diversifications into owning 
dealers and arranging pri- 
vate treaty sales, the entire 
art market by the weight of 
their wallets. 

The other remorseless 
development of the year was 
the rise of New York at the 
expense of London, espe- 
cially in the key sector, post- 
1870 art While the auctions 
In New York in November In 
this sector brought in aver 
$450jxl, London’s total the 
next month fell short of 
£80xn. with only its domi- 
nance in offering major Ger- 
man and Austrian art contri- 


top 

bating any excitement The 
feeling is growing that the 
London auctions are held too 
soon after New York: they 
might in future be concen- 
trated in the spring. 

London’s position as a 
dominating entrepot, 
accounting far two thirds of 
the European trade, is under 
constant threat from the EC 
at Brussels, which is propos- 
ing another increase in VAT 
on non-EC imports of works 
of' art. It also plans to 
introduce to the UK droite de 
suite, which gives artists and 
their heirs a slice of any 
retail sale of their work. 
This all a dd s to thu uncer- 
tainty of London, especially 
for dealers, and makes New 
York seem a safer place to 
consign major works of art 
for Japanese and Swiss col- 
lectors. 

But London, and Sothe- 
by’s, did manage to end the 
year strongly. London holds 
its own in the sale of Old 
Masters, and on December 3 
and 4 Sotheby’s brought in 
over £30m, a record for an 
auction in this sector, with a 
pair of Canaletto's making 
£5m, while artist records 
were set for Van RuysdaeL 
Van Ostade. Pieter Brueghel 
the Younger and David Ten- 
iers, the Younger. On the 
same day in New York it 
sold American paintings for 
$43. 6m, another record total, 
with Tn the Garden. Corfu", 
by Sargent, selling for $8-3m. 

Auction houses are much 
more adept at shouting their 
successes - Sotheby’s record 
price of £386^00 paid for a 
painting by Lowry; Chris- 
tie’s £14.5m for a Klimt (the 
highest price paid in the UK 
all year), while quickly for- 
getting the failures - the 
rare manuscript mentioning 
Shakespeare which found no 
takers at Sotheby’s, the 
piano decorated by Alma- 
Tadema which flopped at 


1997, proved a good year, the 
best since 1989. 

Even at the middle and 
lower end of the market, at 
P hilli ps and Bonhams, at 
Christie's South Kensington 
and among the antiques 


fairs and the dealers, busi- 
ness was better. As the 
clouds gathered in Asia, 
which, before its recent 
financial woes had been ear- 
marked as the great power 
house of art and antique 
buying for the next decade. 


and Christie's wondered 
whether it would get paid for 
the £5.8m jade necklace it 
sold in Hong Kong In 
November, so London 
seemed to be a safe and 
secure haven. 

Strong prices in 1997 win 


bring out more good items 
for sale and 1998 is shaping 
up well. While the economy 
remains strong in the UK, 
and especially in the US, 
both Christie’s and Sothe- 
by’s can view the immediate 
future with confidence. 



Opera/David Murray 

Punk Mozart and pawky Goldilocks 


F or the first night -of Mozart's 
Magic Fhae, Opera North lost 
two of their principals at the 
very last moment The result 
was that Neill Archer brought his elo- 
quent experienced Tamino to Annabel 
Arden’s “new" production, and Susan- 
nah GlanvOle was brought back from 
maternity leave to repeat her mature, 
rich-voiced Pamina from side-stage 
whilst the souffrante Margaret Richard- 
son spoke and mimed the role. 

In the circumstances, there is noth- 
ing to be confidently said about 
Arden's staging. I missed her first shot 
at it in 1994; perhaps it made more of 
the ptmk-ish trappings that seem to 
ding on to no purpose - the Queen of 
Night's shaven h ead and glitzy ball- 
gown, her Three Ladies’ shocks of 
bright blue hair, the drab metal 
work-site facings. For the most 
elevated scenes, elementary lighting- 
effects are wrought upon the back 
curtain. Plainly, no magic is 
intended. 

The far-fetched story, on the other 
hand, is efficiently told; most children 
should follow it easily, in Jeremy 
Sams’ jaunty, familiar - in style, even 
over-familiar - English. It helps, I sup- 


pose, that Brad Cohen should conduct 
the score so insistently up-tempo, 
though tender nuances in the quicker 
music go by the board. Certainly it 
makes the evening shorter. 

To be fair, he does lend a sensitive 
ear to the slower music. Particularly to 
the Three Boys' celestial interventions, 
delivered here by a bespectacled young 
trio wbo sing fervently and very well, 
as do the engaging Three Ladies 
(Majella Culagh, Jane Irwin and feisty 
Frances McCafferty). The six of them 
did much to carry the show. I found 
the Papageno dir el y unengaging, nei- 
ther funny, sympathetic nor a credit- 
able Mozartean. 

Cara O'Sullivan's Queen flounces 
with some elegance, and Clive Bayley’s 
priestly Sarastro preens floridly. Both 
of them have interesting moments, 
though the extremes of their roles, 
respectively high and low. tax them a 
bit Jonathan Best’s Speaker has more 
authority; the Monostatos is Paul 
Wade, nothing special but Margaret 
Preece plays a good Papagena. 

* 

In Glasgow the next day, 2 attended the 
matinee-premiere of Roald. Dahl’s Gol- 
dilocks and the Three Bears (Sic) - 


music by Kurt Schwertsik, text adapted 
by Donald Sturrock (of the Dahl Foun- 
dation) from Dahl’s Revolting Rhymes 
- with, well more than a thousand 
children. They screamed happily on 
cue, and beyond. Probably the evening 
performance, as part of a grownup con- 
cert, was quieter, but RDGTB Is thea- 
tre- with-music, not opera, so it sur- 
mounted the barrage well enough. 

This versified Goldilocks is one of 
Dahl’s pawky subversions. Far from 
being an innocent astray in the Bear 
family den, Goldie is a feckless slob 
and a most unwelcome, unsanitary vis- 
itor. In Sturrock’s version poor Baby 
Bear and his family are in court, 
defending themselves against unjust 
c riminal charges, illumined by flash- 
backs to what really happened. The 
truth comes out. and we all scream 
with vindictive glee. 

The actors, nicely and languidly led 
by Roald's granddaughter Sophie as 
Goldie, included many athletic children 
who were much more than supernu- 
meraries. As directed by Karen Howard 
in Caroline Grebbell's ingratiating 
designs, the show worked a treat. I 
wanted only more choreography. 
Schwertsik's scene-music consists 


largely of dances (of one louche sort or 
another), slyly adapted to the action. 
They cry out for theatrical dance, and 
the numbers that got none left the 
child-audience restive. 

Not Schwertsik’s fault - nor that of 
his fellow-composer H.KL Gruber, who 
conducted the Scottish Chamber 
Orchestra with the perfect sympathy to 
be expected of a longstanding friend. 
But Schwertsik's music usually wears 
two faces. One is straight-faced scene- 
music in apparently familiar styles, so 
smooth and apt as to be self-effacing. 
-The other . . . Well imagine an alterna- 
tive universe in which cultivated Vien- 
nese music took a different turning 
during Schoenberg's heyday - fully 
cognizant of a shared past and the 
same musical crises, but striking off in 
a slightly different, tonal direction 
which has grown further apart with 
the years. That is what Schwertsik’s 
music (and Gruber’s) is like, and in his 
gentle way it seems a mysteriously 
bracing tonic. 


More performances of The Magic Flute 
at The Grand, Leeds until January 29; 
than at Sunderland, Manchester, Not- 
tingham, Hun and Newcastle. 


International 

Arts 

Guide 


■ AMSTERDAM 

EXHIBITIONS 
Rijksmuseum 
Tel: 31-20-673 2121 
Medieval ittustrated histories: the 
Hausbuch and its Master. 
Drawings, prints and a panel 
painting by the the Master of the 
Amsterdam Cabinet, including 
the 64 sheets of the Hausbuch; 
to Jan 18 

Van Gogh Museum 
Tel: 31-20-570 5200 
Auguste Prdautt: (1809-1879) 
Romanticism in Bronze. 75 
sculptures and medallions by the 
nonconformist whoso works, 
during his lifetime, were regularly 
rejected by the Salon jtay; to 
Jan 11 


■ BARCELONA 

EXHIBITIONS 
FundecW "la Cafes" 

Tel: 3 4-3-207 7475 
Rembrandt; The Human and the 
Natural Landscape. 91 etchings 
from the Rembrandt House 


Museum In Amsterdam. 

The exhibition will transfer to 
Madrid; to Jan 11 


■ BERLIN 

CONCERTS 

PhiDiarmonie 

Tel 49-30-2548 8354 

Berlin Philharmonic Orchestra: 

conducted by Claudio Abbado in 

works by Weber and Beethoven; 

Dec 31 

OPERA 

Deutsche Oper 
7et 49-30-34384-01 
Le Nazze de Figaro: by Mozart. 
New production conducted by 
Christian Thielemann and 
staged by Gotz Friedrich, with 
sets by Herbert Wernicke; 

Dec 31 


■ BONN 

EXHIBITIONS 

Kunst- und AussteMungshaDe 
der Bundesrepubfik 
Deutschland 
Tel: 49-228-917 1200 
Kunsthaile Bremen; selection of 
important works including 
paintings, sculptures and 
copper engravings 
from the collection of 
the Kunsthaile Bremen; to 
Jan 11 


■ CHICAGO 

EXHIBITIONS 
Ait Institute Of Chicago 
Tel: 1-312-443 3600 
www.artic.eckt 

Renoir's Portraits: impressions of 
on Age. Around 65 paintings 


spanning the artist’s career, of 
subjects including Claude Monet 
and Madame Renoir. The show 
has been seen in Ottawa and will 
travel to Texas; to Jan 4 


■ EDINBURGH 

EXHIBITIONS 

National Gallery of Scotland 
Tek 44-131-624 6200 
Turner Watercolours; bequeathed 
in 1900 by the Victorian 
coHector Henry Vaughan, 
these 38 paintings have been 
exhfoited annually for more than 
90 yeans. The terms of Vaughan's 
win stip u lated that they must not 
be on permanent display, as he 
feared the damaging 
effects of too much fight; 
to Jan 31 


■ FORT WORTH 

EXHIBITIONS 
Kimbefl Art Museum 
Tet 1-817-3328451 
wwwJdmbeBarLarg 
Impressionist and Modem 
Masterpieces; The Rudolf 
Staechefin Family Foundation 
Collec t ion of Basel First 
American showing of 26 
paintings inclucfing Gauguin's 
Nafea Faa tpoipo (When Will You 
Marry?); to Jan 1 1 


■ LONDON 

CONCERTS 

Barbican HaB 

Tet 44-171-638 8891 

New Yea- Viennese Evenings: 

John Georgiadb conducts the 

London Symphony Orchestra in a 

programme inclucfing dances by 


the Strauss family; Dec 31; Jan 

1.2 

DANCE 

Royal Festival Hall 
Tet 44-171-928 8800 
The Royal Ballet programmes 
including Peter and the Wolf, 
Tales of Beatrix Potter and Les 
Patineurs; Dec 31; Jan 1, 2, 3 

Hayward Gallery 
Tet 44-171-261 0127 
www. hayward-gallery.org.uk 
Objects of Desire: The Modem 
Still Life: Exploring 20th century 
developments of a 400-year-old 
genre, this show ranges from 
Picasso and Matisse to 
Oldenburg and Warhoi; 
previously seen in New York; to 
Jan 4 

OPERA 

Shaftesbury Theatre 
Tet 44-171-379 5399 
The Royal Opera: The Merry 
Widow, by Franz Leh£r, in a new 
translation by Jeremy Sams. New 
production by Graham Vick, with 
designs by Richard Hudson; Dec 
31; Jan 1, 2, 3 


■ MILAN 

DANCE 

Teatro alia Seals 
Tet 39-2-88791 

Giselle: with sets and costumes 
by Marie- Louise Ekman; Dec 31; 
Jan 3, 4 

OPERA 

Teatro aUa Scala 
Tek 39-2-88791 
Macbeth: by Verdi. Conducted 
by Philippe Auguin in a staging 


by Graham Vick, with designs by 
Maria Bjomson; Jan 2 


■ NEW YORK 

CONCERTS 
Lincoln Center 

Tel: 1-212-721 6500 
www. Itncolncontar. org 
New York Philharmonic: New 
Year's Eve Gala. Programme of 
works by Tchaikovsky, 
Mussorgsky, Ravel and Bizet. 
Valery Gergiev conducts. Soloists 
include mezzo-soprano Olga 
Borodina, bass Samuel Ramey 
and pianist Alexander Toradze; 
Avery Fisher Hail; Dec 31 

DANCE 

New York City Ballet, New 
York State Theater 

Tet 1-212-870 5570 
George Balanchine's The 
Nutcracker; Dec 31; Jan 2, 3, 4 

EXHIBITIONS 
Brooklyn Museum of Art 

Tet 1-718-638 5000 
Monet and the Mediterranean: “It 
is so beautiful here, so bright, so 
luminous! One swims In blue air; 
it Is frightening!” wrote Monet 
from Cap d’Antibes in 1888. 
Bringing together more than 70 
works, this exhibition presents 
the fruits of several journeys 
made by the painter to the 
Italian and French Rivieres in the 
1880s, to Venice in 1908; to 
Jan 4 

Museum of Modem Art 
Tel: 1-212-708 9480 
www.moma.org 
Egon Schiele: (1890-1918): The 
Leopold Collection. Vienna 


Around 150 works by the 
Austrian Expressionist, dating 
from 1905 through 1918; to - 
Jan 4 

Pierpont Morgan Library 
Tel: 1-212-685 0008 

• Cultural Curios: Literary and 
Historical Witnesses - relics of 
the great and the wise, including 
such oddities as Lewis Carroll's 
pocket watch and Voltaire's 
briefcase; to Jan 4 

• Medieval Bestseller The Book 
of Hours. Selection of 100 of the 
library’s prayerbooks; to 

Jan 4 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
www.metopera. org 
II Barbiere dl SivigDa: by Rossini. 
Revival of a staging by John 
Cox; Dec 31; Jan 3 


■ PARIS 

EXHIBITIONS 

Mus£e cf Art Modem* de la 
VBle de Paris 

Tel: 33-1-5367 4000 
Gilbert & George; major 
retrospective of the British 
artists, comprising some 120 
works and spanning their career 
from their meeting at SL Martin's 
School of Art in 1968 to the 
“Fundamental Pictures” of last 
year; to Jan 4 

OPERA 

Opdra National de Paris, Op£ra 
BastiBe 

Tet 33-1-4473 1300 
La Traviata: by VendL Production 


directed by Jonathan Miller and 
conducted by James Conlon: 

Jan 1 

Op6ra National de Parks, Palais 
Gamier 

Tet 33-1-4343 9696 
The Merry Widow: by Franz 
Lehdr. Annin Jordan conducts a 
new production directed by 
Jorge Lavelli, with sets by 
Antonio Lagarto; Dec 31 


■ ROME 

OPERA 

Teafro dell* Opera 
Tet 39-6-481601 
www.themix.it 

La Fiamma: by Respighi. This 
first production of the season is 
by Hugo De Ana, and rs 
conducted by Gianiuigi Gelmetti; 
Jan 2, 4 


■ WASHINGTON 

CONCERTS 
Kennedy Center 
Tel: 1-202-467 4600 
New Year’s Eve at the Kennedy 
Center members of the National 
Symphony Orchestra conducted 
by Murry Sidlin in the Concert 
Hall; Dec 31 

OPERA 

Washington Opera 

Tel: 1-202-295 2400 
www.dc-opera.org 
L' Bislr d' Amore: by Donizetti. 
Conducted by John Keenan in a 
staging by Stephen Lawless, with 
designs by Johan Engels; 
Kennedy Center Eisenhower 
Theater, Dec 31; Jan 4 
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COMMENT & ANALYSIS 



The interna- 
tional finan- 
cial system is 
suffering a 
systemic 
breakdown, 
but we are unwilling to 
acknowledge it The aban- 
donment of fixed exchange 
rate regimes in south-east 
Asia touched off an unravell- 
ing process that has 
exceeded, everyone's worst 
fears, including my own.' So 
far the large bail-out pro- 
grammes implemented by 
the International Monetary 
Fund have not worked. 

Lending by the interna- 
tional financial institutions 
can never replace lending by 
the private sector. The res- 
cue packages are supposed 
to do their work by re- 
establishing private sector 
confidence. Unfortunately, 
the currencies of the debtor 
countries have continued to 
depredate, aggravating their 
debt problems and further 
undermining confidence. 

The countries concerned 
were over-indebted to start 
with. The decline in their 
currencies, coupled with the 
drastic rise in interest rates, 
has rendered the debt bur- 
den even more crushing. 

We are dealing with a self- 
reinfordng process. Once it 
is reversed, it could become 
self-reinforcing in the oppo- 
site direction. The trouble Is 
that the process is still mov- 
ing away from equilibrium. 
It is impossible to tell bow 
far it may go. What started 
out as a minor imbalance 
has become a much bigger 
one that threatens to engulf 
not only International credit 


but also international trade. 
We are on the verge of 
worldwide deflation. 

The IMF has been critic- 
ised for applying the wrong 
remedy. The FTs columnist 
Martin Wolf has pointed out 
that the deflationary effect 
of the debt burden is 
reinforced by the deflation- 
ary effect of the IMF pro- 
grammes. 

Jeffrey Sachs, director of 
the Harvard Institute for 
International Development, 
has carried the criticism far- 
ther by blaming the IMF for 
insisting on puni lively high 
interest rates. But high 
interest rates are essential to 
prevent the currency from 
going into a free foil. They 
have served to protect the 
exchange rate in countries 
as diverse as Hong Kong and 
Russia. It is difficult to see 
how high interest rates 
could be avoided, given the 
constraints under which the 
IMF operates. 

The problems run much 
deeper. But we are unwilling 
to face them. The prevailing 
system of International lend- 
ing is fundamentally flawed 

yet the IMF regards it as its 
mission to preserve the sys- 
tem. This does not Imply I 
am not a great believer in 
the IMF. Without it, and 
without other official credi- 
tors. the system would 
already have collapsed In 
1982 and again in 1994-95. 
With luck, we may pull 
through once again. But it is 
high time to recognise the 
defects of the system and 
reconsider the mission or the 
fund. 

The private sector is ill- 


Personal View • George Sorbs 
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Avoiding a breakdown 

Asia’s crisis demands a rethink of international regulation 


suited to allocate interna- 
tional credit. It provides 
either too little or too much. 
It does not have the informa- 
tion with which to form a 
balanced judgment. More- 
over, it is not concerned 
with maintaining macro- 
economic balance in the bor- 
rowing countries. Its goals 
are to maximise profit and 
minimise risk. This makes it 
move in a herd-like fashion 
in both directions. 

The excess always begins 
with overexpansion, and the 
correction is always associ- 
ated with pain. But with the 
intervention of the IMF and 
other official lenders, the 
pain is felt more by the bor- 
rowers than by the creditors. 
That is why overexpansion 
has recurred so soon after 
each crisis. Successive crises 
have, however, become more 
difficult to handle. 

In 1982. banks lending to 
Latin America were involved 
for their own account The 
crisis was contained by per- 
suading them to act collec- 
tively and to extend fresh 
credit to allow the debtors to 
service their debt The banks 
did get hurt in the process 
although not as much as the 
borrowers. Latin America 



Soros: proposes a sister institution to the IMF 


lost a decade of growth. The 
banks learned to minimise 
their own exposure and to 
act as underwriters and 
wholesalers instead. 

In the 1994-95 crisis, it was 
the holders of Mexican trea- 
sury bills that had to be 
bailed out. mainly by the US 
Treasury. By 1997 some of 
the banks had forgotten 
their painful experiences 
and became engaged on 
their own account, 
particularly with 


South Korean companies. 

The Korean crisis, as dis- 
tinct from that in other 
south-east Asian countries, 
bears some similarities to 
Brazil in 1982 - with one 
major difference: the loans 
are not to Korea as a sover- 
eign country but to individ- 
ual companies. This has 
made it more difficult to get 
the hanks bo act collectively. 

Since we are in the middle 
of a crisis it is impossible to 
predict how it will play itself 


out There are other shoes 
that may yet drop, notably 
China. On the other hand . 
Japan, which, looks, so bad at 
present, lute .the wherewithal 
to solve its problems, 

It is not too soon to start 
thinking how the system 
could be improved. Fresh 
ideas on the subject could 
even have a beneficial effect 
on how the current crisis is. 
handled. But- that would 
require questioning some of 
the most cherished tenets of 
the business community. To 
argue that - financial markets 
in general, and -international 
lending in particular, need 
to be regulated Is likely to 
outrage the financial com- 
munity. Yet the evidence for 
just that Is overwhelming. 

Given the uneven distribu- 
tion of savings and Invest- 
ment opportunities, there is 
a crying need for interna- 
tional capital movements. 
But the private sector is 
n o toriou sly inefficient in the 
international allocation of 
credit. It follows that inter- 
national capital movements 
need to be supervised and 
the allocation of credit regu- 
lated by an international 
authority. 

This goes against Wu» grain 


of prevailing wisdom. How 
cafrlrarea^ 

than those who take, risks - 
for' thefc.crwn account? The. ' 
answer is.-ftat the. techno- .. 
crate wmwfog the proposed 
International authority - 

would be charged with main- 
taining macroeconomic bal- 
ance, while-' the technocrats. 
irirCha^ are 
■guided by profit consider- 
ations. Banks earn fees as 
- well as a return on capital 
and In. the r end ' they cart 
count , on the support of the 
official lenders, because IMF 
and central- bank Intervene, 
tton - tike that in Korea - 
tends to favour creditors. It 
would be better for the offi- 
cial lenders to control the 
risks they are taking more . 
directly. 

1 propose setting up an 
International' Credit Insur- 
ance Corporation as a sister " 

Institution to the IMF. This 
new authority would guaran- 
tee international loans for a 
modest fee. The borrowing 
countries would be obliged 
to provide .data on all bor- 
rowings, public or private, 
insured or not This would 
enable the authority to set a 
ceiling on the amounts It is 
willing to Insure. Up to those 
amounts tire countries con- 
cerned would be able to 
access international capital 
markets at prime rates. 
Beyond these, the creditors 
would have to beware. 

The authority would base 
its judgment not only on the 
amount of credit outstand- 
ing, but also on the macro- 
economic conditions in the 
countries concerned. This 
would render any excessive 


credit expansion . unlikely.- _• 
The capital of the proposed 
institution would consist of - 
Special Drawing Rights . This , 
would render its guarantees 
watertight. The SDRs would 
not be inflationar y because 
they would be used only in 
case of default; at that time 
theywould replace money . 
that had been lost 

There are many issues to 
be resolved. The most impor- 
tant is the link between the 
borrowing countries and the 
'borrowers within those 
countries. Special care must 
be taken not to give govern- 
ments discretionary power 
over the allocation of credit 
-.because that could foster 
corrupt dictatorships. But 
rmnp the need for such an 
-Institution is recognised, the 
details could be worked out 
■ The institution can be set 
up only at a time when inter- 
national lending is in a state 
of collapse. We are now 
entering such a period. Wb 
can probably navigate 
through It without setting 
Up a new international 
authority of the sort I am 
proposing. But we would be 
missing a great opportunity. 

'Moreover, the extent of the 
crisis could be mitigated by 
the prospect of an early 
revival of international lend- 
ing on a sounder footing. If 
the world is indeed entering 
a deflationary period, an 
International Credit Insur- 
ance Corporation could play 
an important role in contain- 
ing its negative effects. 

The author is chairman of 
Soros Fund Management and 
Of the Open Society Institute 
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Is democracy enough? 

More and more countries say they are ‘democracies', but without the 
underpinnings of constitutional liberalism this may not count for much 


I t was the year when 
the east Asian econo- 
mies collapsed, and 
Isaiah Berlin died. 

Can there possibly be a 
connection? Well, not a 
causal one perhaps. But 
events in east Asia may call 
Tor yet another rethink or 
one of Sir Isaiah's great 
themes, tbe relationship 
between positive and nega- 
tive freedom, or between 
democracy and liberalism. 

Positive freedom means 
being entitled to take part 
in government, that is, 
democracy. Negative free- 
dom means a guaranteed 
sphere or personal indepen- 
dence - what wc think of as 
classical liberalism. 

In recent times the two 
ideas have often been con- 
flated. The Call of commu- 
nism was assumed to mean 
the triumph of "liberal 
democracy". But the terms 
are far from inseparable as 
the current issue of the US 
journal Foreign Affairs 
reminds us, entitling its 
lead article “The rise of illib- 
eral democracy". 

The author. Fareed Zak- 
aria, argues that democracy 
is flourishing worldwide in 
the sense that more govern- 
ments than ever before are 
chosen by the people whom 
they govern. But. he says, 
this expansion of democracy 


has not been accompanied 
by a corresponding spread 
of “constitutional liberal- 
ism”. By this he moan* the 
use of law to “protect an 
individual's autonomy and 
dignity against coercion, 
whatever the source - state, 
church or society”. 

In many parts of the 
world, elected governments 
enjoying genuinely popular 
support show little respect 
for the law or for individual 
freedom. Mr Zakarla cites 
Russia. Argentina, Iran and 
Ethiopia as countries where 
elected governments have 
restricted freedom and vio- 
lated human rights. And. he 
claims, things are getting 
worse. “To date, few illib- 
eral democracies have 
matured into liberal democ- 
racies; if anything, they are 
moving toward heightened 
illiberal ism." 

This, he suggests, is 
because things have been 
done in the wrong order. 
Western liberal democracies 
were liberal first, demo- 
cratic only later. And this is 
where east Asia comes in. 
Us recent history, according 
to Mr Zakaria. "follows the 
western itinerary". “Most of 
the regimes in east Asia 
remain only semi- 
democratic, with patriarchs 
or one-party systems that 
make their elections ratifi- 


cations of power rather than 
genuine contests. But these 
regimes have accorded their 
citizens a widening sphere 
of economic, civil, religious, 
and limited political rights.” 

In other words, liberalism 
today and democracy tomor- 
row - if you are very good. 
Such is tbe message of the 
nanny states of east Asia to 
their peoples. 

Mr Zakaria does not 
allude to east Asia's eco- 
nomic travails, which were 
perhaps only beginning 
when he wrote his article. 
Have they Invalidated his 
thesis? Some westerners 
think so, to judge by recent 
contributions on tlus page. 

On December 9 Domini- 
que Molsi tried to claim 
Asia's troubles as a back- 
handed vindication of the 
European social model, 
arguing that “Asia is paying 
tbe price, in economic 
terms, of non- 
democ ratio and too-often 
corrupt practices". And yes- 
terday Gerald Segal attri- 
buted Asia's crisis to the 
lack of “robust, pluralist 
political systems with 
entrenched democratic insti- 
tutions". His prescription is 
- surprise, surprise - “more 
liberal democracy”, though 
whether he means more 
democracy or a more 
liberal version of 


democracy is not clear. 

These arguments smack 
uncomfortably of Schaden- 
freude. We are all fed up 
with having tbe east Asian 
tigers held up as an example 
to us. So it Is hard to stifle a 
schoolboy snigger when 
they slip up. But sniggers 
are out of place. The Asian 
economies will almost cer- 
tainly recover, since the 
underlying reasons for their 
dynamism are still valid. If 
they do not, it is bad news 
for tbe world as a whole, 
including the west In any 
case, the fact that they have 
problems, too, does not 
make our own difficulties 
any easier. 

Mr Segal may well be 
right in prescribing more 
democracy. But that would 
not in itself invalidate Mr 
Zakaria's thesis. It could 
simply mean that some east 
Asian countries have now 
got to the point on the lib- 
eral path where democracy 
becomes both possible and 
necessary; possible, because 
liberal institutions are now 
too well entrenched for 
democracy to da them much 
damage; necessary, because 
in the end it Is hard to 
refuse people a say in gov- 
ernment once you have 
deprived yourself of tbe 
option of locking them 
up or interfering with 


their freedom of speech. 

But how many east Asian 
governments really have 
deprived themselves c£ that 
option? The real weakness 
in Mr Zakaria's argument is 
that his examples of liberal 
authoritarianism are mostly 
not all that liberal. (One or 
two of them, such as Tuni- 
sia. are not liberal at all) 
And for that matter, his 
illiberal democracies are not 
all Irredeemably illiberal 
either. Are individuals in 
Argentina less free than in 
Indonesia? Surely not. Even 
Iran, under Mohammed 
Khatami, now shows signs 
of becoming liberal as well 
as democratic. 

The fact is. democracies 
cannot remain illiberal for 
very long without ceasing to 
be democratic. Unless 
people's negative freedoms 
are secured, elections will 
not be free and therefore 
people will not be free in the 
positive sense either. You 
soon get back to the totali- 
tarian formula of govern- 
ments that claim to be popu- 
lar because they win 99 per 
cent of tbe votes. 

Democracy and liberalism 
are not the same thing. But 
it is difficult to have one 
without the other for very 
long. 

Edward. Mortimena-FT.com ' 
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A democratic system that any 
citizen would readily jump at 


From Mr Brian 
N. Chandler-Lorenz. 

Sir, While Oliver Morton’s 
suggestion (“Push-button 
democracy”. December 29) 
would certainly be an 
improvement on the polito- 
cracy we have to put up 
with, it would not solve all 
the present system’s prob- 
lems and it would be open to 
misuse - one can envisage a 
regular market growing up 
for tbe sale and purchase of 
his electronic- “franchises” . 

Furthermore, there is little 
evidence that “people like 
intermediators” in prefer- 
ence to doing everything 
themselves - a growing vol- 
ume of complaints against 
politicians and a declining 
support for them, world- 
wide, does not support such 
a view. Preferable, in my 
opinion, would be a legisla- 
ture filled with randomly 
selected citizenry (chosen in 
a lottery) who would be 
required to serve, as a duty 
rather than a privilege, for a 
tolerable period - say three 
months - with their normal 
jobs held open and receiving 
just their nonxml pay. 

This, plus tbe cost of their 


temporary replacement, 
would be paid for by the 
state. They could also 
receive reimbursement for 
legitimate ex penses in addi- 
tion, but only on presenta- 
tion of a proper receipt and 
first-class flights would be 
disallowed. And as a farther 
reward for performing their 
duty they would be freed 
from further selection for 
lif& 

. , Once “in power”, they 
could, introduce, debate and 
vote on bills as they felt they 
should. If the overwhelming 
majority of the people in the 
country felt that something 
should be done, then succes- 
sive incumbents in the legis- 
lature Qurist-MPs or 
“jumps"?) would support it 
and it would become 
enacted. If there were no 
such consensus, the matter 
would probably go back and 
forth and never get passed, ■ 
which would probably be the 
best thing. 

The first country to adopt 
this Real Democracy would 
also gain a competitive 
advantage - the others 
would not be so able to pre- 
dict In advance how it would 


respond to their politicians’ 
actions. 

Although the civil service 
would be on hand to give 
advice, as now, “jumps” 
would not need to heed their 
advice if they disagreed with 
tt. To prevent undue influ- 
ence from lobbyists and oth- 
ers the interval between 
one’s “winning” the lottery 
and having to start duty 
would be kept short, and if it 
still proved to be a problem 
then “jumps" could be kept 
in seclusion for their three 
months. 

All kinds of people would 
have an equal chance to par- 
ticipate - rich and poor, 
dever and simple, honest 
and rogue, brave and cau- 
tious. The only people disad- 
vantaged by this would be 
the career politicians, but 
they have already bad long 
enough to get rich and 
famous at everyone else’s 
expense. 

Brian N. Chandler-Lorenz, 

Chandler-Lorenz 

International. 

Rimsinger Strasse i, 

D-79I89 Krozmgen/Hausen, 
Germany 


Anglo-Saxon business tactics are catching on only slowly, says David Owen 

False dawn in corporate France 


Interest rate view ignores 
Canada’s better fortunes 


W as it all too 
good to be true? 
With the failure 
this week of 
another French hostile take- 
over bid. it is tempting to 
conclude that reports or the 
demise of wsy French style 
capitalism have been greatly 
exaggerated. 

The peace deal between 
Casino and Pronaodes, the 
rival retailers, means that 
none of the three hostile 
offers launched this autumn 
for bi« companies - for a 
combined total of FFrllSbn 
(SiHbn> - has ended in a 
clear victory for the aggres- 
vjr. 

Promudes'A planned take- 
over of both Casino and Ral- 
ly e, the holding company 
that control* more than -HI 
per cent of Casino's voting 
rights, was no; the only bid 
thwarted Francois Hinault, 
the French financier, tried 
and failed to buy Warms & 
Corapagrue. ur. industrial 
and financial conglomerate. 
Finally. Italy's As&icurazioni 
Generali this month aban- 
doned its FFrSubn hostile bid 
for AGF. its fellow insurer, 
in return for control of AMB 
of Germany and other insur- 
ance groups 

This nought for three hit- 
ting Streak will persuade 
many sceptics that France is 
as far as ever from embrac- 
ing Anglo-Saxor. style capi- 
talism "ft is a disappoint- 
ment, then* is nn question,” 
says one analyst at a ITS 
bank. "We though? this 
was tbe start of a revol- 


ution in corporate France." 

Yet this autumn's extra- 
ordinary flurry of corporate 
activity, is a significant step 
forward for France - even if 
none of the bidders captured 
the prey it was ostensibly 
hunting. 

•loun-Hugues do Lamaze. 
French strategist with Credit 
Suisse First Boston, says one 
upshot has been to establish 
that hostile bids originated 
by foreign groups are no lon- 
ger taboo. "That is probably 
positive." he says. “It has 
become very difficult for the 
French government tu 
oppose a bid from a Euro- 
pean group." 

Mr dc Lamaze argues that 
the hostile- bids, which were 
for the most part “pretty 
credible", will accelerate the 
rate of corporate restructur- 
ing in France. The growing 
threat nf takeover, he says, 
pills companies under pres- 
sure to increase their share 
price and market capitalisa- 
tion. 

Each of the French hostile 
takeover bids this autumn 
has forced some sort of 
change at thp target com- 
pany. although some have 
argued that this week's 
“international co-operation 
agreement'' between Casino 
and Promodes may be little 
mure than a figh-ar for ihe 
thwarted predator. 

Mr Pmaulfs autumn 
assault on Worms triggered 
a FFraabn friendly takeover 
hid by the group’s leading 
im (•slurs. 

Generali's attack on AGF 


prompted a FFrfiObn friendly 
takeover offer from Allianz 
of Germany. That eventually 
led to a deal whereby the 
Italian group agreed tu aban- 
don its bid in return for con- 
trol of AMB < part owned by 
AGF and Allianz) and own- 
ership of two units of 
Athena, another French 
insurer acquired by AGF. 

“You cannut talk of a fail- 
ure for Generali." says 
another Paris analyst. “Tbe 
two bidders are sharing out 
the beast." 

Another analyst argues 
that “every marginal thing 
chips away at a very solid 
and long-lasting block to 
shareholder value . . . The 
autumn was a false alarm, 
but we stay on watch.” 

It seems unlikely that the 
restructuring process will 
simply grind to a halt The 
approach of European mutie- 

France's 

corporate culture 
is changing, 
probably for 
good. The clubby 
noyau dur system 
of interlocking 
shareholdings is 
crumbling 


Lory union, and tbe addi- 
tional pressures it is expec- 
ted to put an companies to 
improve competitiveness 
will almost certainly lead to 
more bids and mergers in all 
the main western European 
economies, including France. 

Some elements of France's 
singular corporate culture 
are already changing, proba- 
bly for good. First, the 
clubby nonau dur system of 
interlocking shareholdings is 
crumbling faster than many 
expected, rendering more 
companies potentially vul- 
nerable to takeover. 

Second, the past three or 
four years has seen the 
arrival at several blue-chip 
French companies of a new 
generation of managers. 
These arrivals seem less sus- 
picious of comparatively 
harsh Anglo Saxon-style 
business practices than some 
of their predecessors. 

The industrial groups Elf 
Aquitaine. Alcatel Alsthom, 
Peugeot Citroiin, Generate 
dcs Eaux. Pechiney and 
Total are all run by chair- 
men installed relatively 
recently. Many analysts, for 
example, expect the manage- 
ment of Bouygues. the con- 
struction and telecommuni- 
cations company, to start 
pursuing shareholder value 
more aggressively. This fol- 
low's the announcement this 
month that Croupe Vincent 
Bullorc, the holding com- 
pany of the eponymous 
French financier, has 
acquired nearly 10 per cent 
of Its shares. 


Third, the high - and ris- 
ing - level of foreign owner- 
ship or listed French compa- 
nies. particularly by US and 
UK institutions, is also likely 
to keep pressure on incum- 
bent managers to emphasise 
tbe interests or minority 
shareholders. 

Foreign ownership of tbe 
share capital of Elf Aqui- 
taine, France's largest indus- 
trial company, has reached 
about 50 per cent. A recent 
Bank of France survey, cov- 
ering about two-thirds of 
France's stockmarket capi- 
talisation. put the proportion 
of these companies’ stocks in 
the hands of non-residents at 
43 per cent (However. Mon- 
ique Chocron, a Bank of 
France statistician, thinks 
the overall figure is rather 
lower.) 

The next test of tbe new 
business environment may 
come in the banking sector, 
where a bout of consolida- 
tion has long been expected, 
notwithstanding the difficul- 
ties tbat could arise as a 
result of the sector’s political 
sensitivity. Speculators have 
this year helped buoy up 
French bank stocks in appar- 
ent anticipation of juicy bid 
premiums. 

But the feeling Is growing 
that, while restructuring of 
the banking sector still 
seems probable, those 
expecting dramatic hostile 
takeovers may end up some- 
what disappointed. Says one 
analyst: “1 think the most 
likely thing we will see is 
mergers of equals." 


From Mr Andrew Spence. 

Your Lex column on Can- 
ada (December 18) centred 
on the potential for the Bank 
of Canada to mount an inter- 
est rate defence of the 
exchange rate. Citing the 
excessive 250 basis-point 
defence of the Canadian dol- 
lar in 199*1-95. you conclude 
that neither bonds nor 
stocks look attractive. 

This assessment ignores 
tbe rapid improvement in 
Canada's fiscal and political 
fortunes since 19SS. which is 
acting as a powerful buttress 
to tbe current round of spec- 
ulative pressure. While this 
should counter tbe need for 
an excessive interest-rate 
defence of the Canadian dol- 
lar, tt would be unfortunate 
indeed if a foil exchange rate 
defence were to be mounted 
in tbe absence of credit risk 
and political uncertainty. 

Exchange rates perform 
many Important functions, 
erne of which is to cushion 
demand from major external 
ahnrta, in this case a signifi- 
cant commodity price 
decline. Tolerating some cur- 
rency depreciation nnder the 
current circumstances when 
there is a negative output 
gap of about 1 per cent of 
gross domestic product, fur- 
ther closure of which maybe 
delayed by the hit to the 
resource sector, will not 


undermine the Bank of Can- 
ada's credibility. Moreover, 
it will certainly not threaten 
the 3 per cent ceiling of tbe 1 
per cent to 3 per cent infla- 
tion target range. 

The need for the real 
exchange rate to find a new 
equilibrium in light of the 
rapid change In external cir- 
cumstances cannot be bear- 
ish for Canadian dollar 
assets once the currency 
adjustment is complete. 
Tightening interest rates 
excessively to thwart specu- 
lative pressures risks prema- 
turely braking the current 
capacity absorbing economic 
upswing, which would in all 
likelih ood drive further dis- 
inflation. In addition to con- 
tinued real exchange rate 
depredation, the Bank of 
Canada would also achieve 
de facto price stability. While 
this would offer a clear 
opportunity to go long on 
Canadian bands, tbe Japa- 
nese experience of effective 
price stability in the past 
seven years suggests that 
zero Inflation is an objective 

simply not worth chasing, 
either wittingly or unwit- 
tingly. 

Andrew Spence, 
senior economist, 

Deutsche Morgan Grenfell 
Canada, 

Toronto, Ontario. Canada 


Shopping’s 
front line 


From Mr K Kalyana Raman. 

Alison Smith's report on 
observational research 
(“Shoppers under the micro- 
scope”. December 5) prompts 
me to suggest another ave- 
nue for better understanding 
customers' behaviour: 
through salespersons. In 
addition to their often over- 
looked role as products/ 
services sellers (and. occa- 
sionally. watchdogs for mys- 
teriously behaving shoppers) 
salespersons should also be 
able to “know and under- 
stand” their customers - 
when assisting them to look 
for a particular perfume to 
selecting from an array of hi- 
fis to resolving returned 
business suits. 

They come Into direct con- 
tact with customers' needs 
and wants. Not only could 
inexpensive and valid data 
collected in-store assist com- 
panies in learning more 
about their customers, the 
salespersons - main links 
between companies and cus- 
tomers - could help to build 

strong relationships with 

customers. 

ILKalyaiia Raman, 
undergraduate student 
Drexel University, 

Strife E16. 

3701 Chestnut Street 
Philadelphia, 

Pennsylvania 19104, US 


Worthy of review and well worth watching 


Front Mr Alcm Pavelin. 

Sir, Nowadays it is Invari- 
ably the case that film 
reviews in the press give 
most prominence dot to the 
week's best film bat to the 
one which has generated the 
most advance publicity. 


Congratulations therefore, been entranced by this direc- 


to Nigel Andrews (Cinema, 
December -18) for leading his 
column with Abbas Kiarosta- 
mi's Close Up, belatedly 
released in the UK after 
eight years. It la to be hoped 
that those of us who have 


tor’s other recent releases 
will be joined by many oth- 
ers. 

Alan Pavelin. 

172 Leesons Hill, 
Chiselburst, Kent, UK 
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Greenspan’s 

challenge 


When the gods place a man cm a 
pedestal, they usually do so in 
the comfortable expectation 
that time and chance will 
shortly send him crashing to 
earth. So it should be with more 
than a little nervousness that 
Alan Greenspan, the chairman 
of the US Federal Reserve, looks 
out tonight on his and the 
world’s prospects for 1998. 

His apparently successful 
efforts in the last week to per- 
suade reluctant commercial 
banks to support South. Korea, 
capped a year of truly prodi- 
gious success that has covered 
everything from timely warn- 
ings about stockmarket over- 
heating to important progress 
towards finan cial sector reform 
in the US. He even found the 
time to get married. 

Most important, it has been 
his and the Fed's policy action, 
or rather inaction, this year, 
that has once again paved the 
way for an impressive US 
growth performance, which 
leaves the country indisputably 
on top of the world. 

Three years ago, the Fed 
chairman began an unexpect- 
edly fierce monetary squeeze 
that, though widely criticised at 
the time, had the effect of head- 
ing off US inflat ion before most 
people had seen it coming. In 
the process he extended the life 
of the 1990s expansion, securing 
several more years of growth. 

In 1997. Mr Greenspan seemed 
to face similar challenges to the 
ones he faced then. Where more 
cautious souls might have fol- 
lowed the pattern of 1994-5 and 
raised interest rates at clear 
signs of above-capacity growth. 
Mr Greenspan' chose just the 
right moment to hold off 


Falling inflation 

Except for a small, barely per- 
ceptible tightening - a quarter- 
point increase in interest rates 
in March - he has allowed the 
fire of US economic growth to 
bum on. Gross domestic prod- 
uct has expanded at an annual 
rate of over 8.5 per cent this 
year, and unemployment is 
down to 4.6 per cent, as 3m jobs 
have been created. Yet inflation 
continues to fall, triumphantly 
vindicating the Fed’s inaction. 

Small wonder Mr Greenspan 


is the toast of the US this New 
Year's Eve. But will 1998 be the 
year when his halo slips? 

The next 12 months will pres- 
ent perhaps bis toughest chal- 
lenge yet With greater uncer- 
tainty than ever about the 
outlook for growth, he faces an 
unusually sharp divergence of 
economic and financial risks 
between the competing perils of 
inflation and recession, a stock- 
market crash and a dangerously 
over-inflated bubble. 

Stockmarket correction 

On the face of it, it seems 
hard to imaging how Mr Greets 
span can hope to get things 
right If there is a serious stock- 
market correction in the next 
year, he will doubtless be 
blamed for having brought it 
about by his constant public 
worrying over high share 
prices. Yet if there is no crash, 
he will be accused of having 
badly wi^rpmi the financial and 
economic condition of corporate 
America. 

Most important, if the sim- 
mering Asian crisis manages to 
produce either a global financial 
collapse or a US slump, as some 
forecast, there win he no more 
eulogies for Mr Greenspan, only 
brickbats. The punishment will 
be all the more severe because 
he has consistently played down 
concerns that the problems of 
Asia win seriously affect the US 
economy. Yet if, instead, the 
economy sails on, undisturbed 
by thw Asian tra mway as others 
suggest, there is a risk the Fed 
will turn out to have fallen dan- 
gerously behind the curve of 
inflationary growth over the 
last few months. It wfil then 
have to raise rates sharply to 
catch up. 

If anyone else were on that 
pedestal, the world might 
expect to see a spectacular ML 
But with the current Fed chair- 
man, it would at least be rash to 
bet on it. Whether it be through 
just the right degree of interest- 
rate adjustment, or merely the 
apposite deploymmt of the care- 
fully phrased sub-clause, Mr 
Greenspan has always been 
more than equal to his task. He 
could well pull this trick off 
once again, in the year to come, 
just as he did in 1997. 


Relaunch of the 
rouble 


Tomorrow, three zeros will 
disappear from the Russian rou- 
ble. Just weeks ago, with the 
rouble under severe pressure, 
there were fears that this re- 
denomination exercise could 
end in disaster. Thanks to some 
last-minute good luck, Russia 
has managed to scrape through 
its crisis. But unless action is 
taken, do not be surprised if 
trouble rears its head again in 
the coming year. 

Redenominations of the rou- 
ble have a painful history. Over 
many decades, unfair conver- 
sion schemes have robbed Rus- 
sian people of their savings. 

But this time should have 
been different. Boris Yeltsin, 
the president, announced the 
redenomination in August, at a 
time of great optimism in Rus- 
sia. it was to be a symbol of the 
victory in the fight with infla- 
tion, which had fallen from a 
peak of over 1.000 per cent in 
1992 to under 15 per cent 
Over the last few months, 
though, optimism has turned 
into gloom. It became Increas- 
ingly clear that the Russian 
authorities were having severe 
problems in collecting taxes. 
The result was a high budget 
deficit, and a build-up of wage 
arrears. This led the Interna- 
tional Monetary Fund in Octo- 
ber to suspend a tranche of its 
SiObn tSBbn) loan to Russia. 

And at the same time, inves- 
urs were fleeing from the 
emerging markets in the wake 
of the Asian crisis. Russia was 
particularly badly hit by the 
loss in investor confidence. 

Emergency funding 

The result was near-panic. 
Bond yields soared as investors 
pulled out The Russian govern- 
ment toured foreign govern- 
ments and banks, as well as the 
IMF. trying to get emergency 
funding. A long -overdue rise in 
interest rates helped, but did 
not reverse the outward flood of 
money. The prospects for a 
smooth relaunch of the cur- 
rency on January 1 looked 
bleak. 

But Russia has managed to 
I>ufi off a few last-minute suc- 
cesses that have won back some 
confidence. 


First, at the beginning of 
December, the government 
embarked an an emergency rev- 
enue-raising programme, aimed 
at f ulfil ling Mr Yeltsin's prom- 
ise to pay off public-sector wage 
arrears by January I. 

Successful gamble 

Then, on December 5, Mr Yelt- 
sin paid a rare visit to the par- 
liament, In an attempt to get 
the 1998 budget approved. The 
gamble was successful, and the 
budget was voted through, to 
the relief of the jittery financial 
markets. 

And on December 19. the 
World Bank approved $L6bn of 
delayed loans, soon after an IMF 
team said they were happy with 
Russia’s renewed attempts to 
collect more taxes. The decision 
was surely made on political 
rather than economic grounds; 
still, it helped confidence. 

Russia has probably done 
enough to ensure that the 
redenomination goes ahead 
without risk of disaster. But it 
bas still failed to address its 
underlying problems. 

The fiscal position remains 
precarious. The Organisation 
for Economic Cooperation and 
Development recently es timate d 
that the general government 
deficit next year will reach 5 per 
cent of gross domestic product. 
This will be expensive to fund, 
and will contribute to a rapidly 
mounting stock of government 
debt. 

And there is growing political 
uncertainty. Russia's two key 
economic reformers, Anatoli 
Chubais and Boris Nemtsov, are 
losing influence, as Mr Yelstin 
aligns himself more closely with 
gradualists such as Victor Cher- 
nomyrdin. the prime minister. 
This' casts doubt over the future 
direction of reform. 

For now, Russia bas been 
lucky. But the conditions are all 
in place for a repeat of the cri- 
sis. Mr Yeltsin must do what he 
can to minimise the distraction 
of political in- 
fighting. and make renewed 
efforts to improve his country's 
dismal record of tax collection. 
Until this is done, the rouble, 
zeros or no zeros, cannot be 
safe. 


Where the money is 

Americans have come to believe share prices can only go up. But, 
asks Richard Waters, what will happen when the music stops? 


A defining moment of a 
remarkable year in 
the US financial mar- 
kets came last month 
when the FBI 
swooped an a Mafia plot to ramp 
share prices. Never before had 
organised crime been caught try- 
ing to plunder the stock market 
But these are not normal times. 
As one agent said, paraphrasing 
Willie Sutton’s famous explana- 
tion for why he robbed banks, 
these days the stock market is 
“where the money is". 

America's fixation with share 
prices stretches well beyond the 
ranks of organised crime. Same 
of the heat may have gone out of 
the market since it peaked last 
August, but the latest phase of 
Wall Street's greatest bull market 
has been one of the wonders of 
the age. The modem “cult of the 
equity" has seeped into the 
national psyche as never before, 
assuming a central place in the 
country’s public and private fife. 

Anecdotal evidence of this was 
omnipresent during 1997. Con- 
gress. looking for ways to shore 
up the flwnrw-wi of a shaky social 
security system, wandered why it 
had not thought before of invest- 
ing in the stock market - a clas- 
sic case of wbat economists call 
“dedstem regret". 

And when Lorna Wendt 
arrived in court to press the 
year's most celebrated divorce 
settlement, it was her husband 
Gary’s share options that were 
the main target of her lawyers’ 
attack. (In the end, she got the 
credit card from Macy's. but he 
kept the options.) 

These are more than simply 
disconnected events, coming as 
they did in a year when the stock 
market broke some impressive 
records. From being a tool for 
channeling private investment 
into worthwhile economic activ- 
ity, the stock market has been 
transformed into the greatest 
wealth-creator America has ever 
seen. According to one estimate, 
the jump in share prices in the 
past three years alone has cre- 
ated $3,000bn (£L800bn) of new 
wealth for America's individual 
investors - at least, that is, on 
paper. 

But what happens when the 
music stops? No one has had to 
face that question in the 15 years 
that thin bun market haw been 

running. In that period, the US 
has turned into a nation of shar- 
eowners. with a belief in the 
ever-rising value of corporate 
equities a central article of the 
new faith. How these people react 
in a bear market, when one even- 
tually arrives, win have a pro- 
found effect on both the financial 
system and on the nation's econ- 
omy as a whole. 

There is good reason to believe 
that posterity will look on 1997 as 
a defining point in the long bull 
run. The Standard & Poor’s 500 
index had already climbed 34 per 
cent in 1995 and another 23 per 
cent in 1996. It is set to end 1997 
with a gain of a farther 26 per- 
cent This will be the first time 
that there have been three suc- 
cessive years with gains above 20 
per cent 

It was fitting that during the 
spring, in an unheralded 
moment the value of US stocks 
finally exceeded the country's 
annual economic output of about 
$8,000bn. That did not even hap- 
pen at the peak of the stockmar- 
ket boom before the 1929 crash. 






The effect of all of this on per- 
sonal and corporate behaviour 
has been profound. Take the 
investments of the average 
middle-class family. More than 
50m households are believed to 
own shares, either directly or in 
mutual funds - about twice as 
many as in the early 1980s. These 
people have been both a big force 
behind the stock market's 
remarkable rise, and among its 
biggest beneficiaries. 

At one extreme, this has cre- 
ated a tribe of active traders 
whose wheeling and dealing has 
turned private-client stockbro- 
kers - traditionally the dnderel- 
las of Wall Street - into the mar- 
ket's new stars. (The volume of 
shares traded on the New York 
Stock Exchange has soared, 
reaching 530m a day this year. 
That is nearly a third more than 
even the buoyant figure for 1996.) 

Barton Biggs, a bearish analyst 
at Morgan Stanley Dean Witter, 
made his plumber famous by 
revealing the man’s claims to 
make more money from trading 
stocks than from his more famil- 
iar profession. 

Eric Zarouba, an elementary 
school teacher from Connecticut, 
is more typical when he says he 
invests some of bis spare cash in 
shares because the interest rate 


paid on bank deposits is so low. 
i .ike millions of Americans, Mr 
Zarouba likes to keep an eye out 
for the latest investment tips, 
even if his dabbling hardly puts 
him in the same league as War- 
ren Buffett. 

The new stockmarket wealth 
has underpinned a consumer 
boom of impressive proportions. 
Apparently confident that their 
new riches will last, Americans 
have borrowed as never before to 
maintain their spending. 

With Asia facing a chilling 
recession, that has made 
Americans the world’s “consum- 
ers of last resort", in a phrase 
coined by David Hale, chief econ- 
omist at Zurich Kemper Invest- 
ments. Americans are the people, 
he says, whose spending will 
keep the steel mills and car 
plants of South Korea ticking 
over in the difficult months 
ahead. 

Companies have also signed up 
for the stockmarket boom in a 
big way. The mantra of the age 
in US boardrooms is raising 
“shareholder value". Roughly 
translated this equates to focus- 
ing all of a company's efforts on 
lifting its share price. 

The renaissance in corporate 
America in the 1990s has been a 
real one, says Martin Barnes, an 


economist at Bank Credit Ana- 
lyst. 'But wbat is good for the 
share price may not be good for 
the corporate sector in the long 
run," he says. 

Such views were common cur- 
rency a decade ago when the sup- 
posed short-termism of US capi- 
talism was seen as a threat to the 
nation's international competi- 
tiveness. They have been drow- 
ned out, though, in the wave of 
triumphalism that bas swept 
over corporate America since the 
mid-1990s, particularly as the 
wheels have come off Asia's eco- 
nomic miracle. 

But will US companies still 
clamour to be judged by the 
strength of their share price 
when the market starts to head 
sideways, or down? Not surpris- 
ingly, chief executives have 
become profligate with the new- 
found stockmarket wealth at 
their disposal They have issued 
record amounts of new shares to 
mount takeovers or have helped 
themselves to some of it through 
share option schemes. 

Thanks to options, which have 
jumped tn popularity during the 
bull market, the average chief 
executive has enjoyed pay 
increases of more than 20 per 
cent a year in the past three 
years. Where mfllion-doJlar remu- 


OBSERVER- 


Waltz set 
to last 


■ Hanna Grohkiewicz Waltz, 
whose six-year term as head of 
the National Bank of Poland . 
runs out in March, is about to 
find running the central bank a 
more collegial affair. 

Tomorrow sees the 
implementation of a new 
banking law giving the bank's 
board of directors more say in its 
affBixs and establishing a 
banking supervisory committee, 
which the central bank head will 
chair: previously, supervision 
was handled by an inspector 
who a ns w e r ed to Waltz. 

Also from tomorrow, a new 
nine-strong monetary policy 
council - again, chaired by the 
head of the central hank - will 
be responsible for monetary 
policy. Until now. Waltz has 
produced monetary plans, which 
have been subject to approval by 
parliament. 

Bui the changes don’t seem to 
be driving Waltz away. She says 
she is “open” to the possibility of 
staying far another six years - 
after all, cKp Vac three months to 
try out the new system, and can 
always resign if the switch from 
rpnnapomont of 

bank and monetary policy 
proves unpalatable. 

Rival contenders anm't 
exactly queueing op to replace 
her, and there Is no sign that 


arms are being twisted behind 
the scenes. So the betting must 
be that Waltz will see in the 
miHijwinhnri. 


Gold fingered 

■ There's a surge in demand for 
gold in India, the world's biggest 
consumer, and a bit of a puzzle 
about where if s all coming from. 
The World Gold council puts 
Indian imparts at 535 tonnes In 
the first nine months erf 1997 - 44 
per cent up on the whole of last 
year - but official cargo returns 
show that only 385.6 tonnes were 
shipped. Air-cargo managers 
should be celebrating, but they 
say business is flat 
The WGC says there’s some 
smuggling and recycling, but 
apparently the due to the 
missing 170 tonnes - more than 
$l-5bn worth - lies in the 
passenger lounge, not the cargo 
hold. Indians living abroad are 
allowed to carry lttkg of gold 
into the country every six 
months. So some of those 
briefcases on the Bombay flight 
aren't just hiding the sales 
figures, marketing plan and 
mobile phone. 


Asia explained 

■ If Vietnam’s new communist 
party boss Le Kha Phieu is 
seeking guidance on steering his 
country through the troubled 


tiroes in Asia, he might look to 
his 80-year old predecessor Do 
Muoi. who stepped down this 
week and joined the ranks of 
ageing “advisers " to the party. ' 
In his farewell speech, he 
offered a unique perspective on 
Vietnam’s most pressing 
problems. Pressure from the 
Asian financia l crisis, perhaps? 
Not quite. Muoi cited the impact 
of a recent typhoon, them moved 
an to more serious matters. 
“Imported plastics have 
overwhelmed sales erf bamboo 
baskets and bamboo 
kitchenware." said the ageing 
revolutionary. Maybe that's 
really what happened in Korea. 


Wendt away * 

■ Lorna Wendt isn't just sitting 
back after her high-profile 
divorce from GE Capital chief 
executive Gary. She could 
certainly afford to do so - she 
won half of his $45m of declared 
assets after rejecting a first offer 
of 88m. But she's now started a 
get-even club, the Foundation 
for Equality in Marriage, and is 
about to set out on the campaign 
trail. 

Wendt, daughter of a Lutheran 
minister, gave up her teaching 
career early In the couple’s 
32-year marriage to become a 
mother and corporate wife. The 
foundation is designed to 
“challenge many commonly held 
beliefs that favour one gender 


over another in the family 
courts system". She's 
campaigning for courts to regard 
marriage as a 50-50 partnership 
between equals and to give equal 
weight to the “both (he 
monetary and non-monetary 
products in a marriage”. 

The foundation is offering 
advice for spumed wives on how 
to get their half of the assets. 
Maybe American bosses should 
make a New Year’s resolution to 
pay more attention to their 
marriages. The price of divorce 
may be about to go up- 


Bullet point 

■ Those armoured limousines 
which carry the world’s leaders 
from airports to banqueting 
suites will be a bit less exclusive 
in future. 

O’Gara-Hess and Bisenhardt 
Armoring, which started 
customising limos for American 
presidents with a contract for 
Franklin Roosevelt In the 1930s, 
has done a 15-year sales and 
design deal with Rolls-Royce, 
that will put bullet-proof cars in 
showrooms for the first time. 

It's just the thing for the 
nervous executive, says 
marketing manag er David 
Hehnbrock. “Many have high 
security in their home or office, 
hut feel vulnerable as soon as 
they puD out of the driveway. 
They’re completely naked.” 
Observer hopes not 


aeration packages were once a 
source of envy, the modem chief 
executive reaps tens - or even 
hundreds - Of millinrw 
Big rewards have created even 
bigger expectations, notably the 
more than 8200m of shares that 
Michael Eisner, chairman of Dis- 
ney, would receive if his compa- 
ny's shares were to rise by just 5 
per cent a year over the next 
decade. 

When the current wave of 
options was granted, says Ken 
West, an adviser on boardroom 
practice to Tiaa-Cref, a big US 
pension fund, “there was no idea 
the returns would be as big as 
they have been”. There are bene- 
fits to tying executive pay to the 
share price, he says, but asks: 
“How much is too much?” 

The stock market has come to 
resemble what Mr Barnes calls “a 
perpetual-motion machine” - 
with outsized rewards putting 
the doubters in the shade and 
reinforcing the belief that shares 
will keep going up. Wall Street 
dallied briefly with a sharp fall in 
late October, only to find an 
army of small investors waiting 
to take up the slack, along with 
companies ready to buy up their 
own shares. It is more than seven 
years since investors faced a 
really serious test of their inten- 
tions. 

I t is worth dwelling on how 
a prolonged slump might 
change the behaviour of 
the individuals and com- 
panies whose beliefs and 
actions have supported the great 
bull market. 

The first impact would be on 
what Henry Kaufman, a bearish 
Wall Street economist, calls “the 
soft underbelly of the financial 
system”, the hedge funds and 
other big speculative traders who 
bet other people’s money on big 
swings in the financial markets. 
As with the band market collapse 
of 1994. the unravelling of 
unsound trading strategies, many 
of them based on complex deriva- 
tive instruments, could cause an 
important blip. 

The takeover craze would also 
be one of the first casualties of 
any sharp drop in share prices. 
Acquisitions have jumped to 
more than $8O0bn this year, twice 
their peak of the mid-1980s, 
thanks to the plentiful supply of 
equity. But, as the early 1960s 
proved, this is a highly cyclical 
activity that can dry up quickly. 

Eventually, the effects would 
begin to filter deeper. Share 
option schemes, for instance, 
would no longer be at the top of 
every senior executive's wish-list 
“If you have a prolonged bear 
market people will look at other 
forms of compensation, " says 
Greg Lau, head of executive com- 
pensation at General Motors. 

Individual investors would also 
come to see the world differently 
- though, to judge by their 
enthusiasm for buying on market 
dips and their slowness to sell in 
other downturns, perh a ps not for 
some time. Eventually, however, 
“you would see a new conserva- 
tism among older and middle- 
aged people” in particular, pre- 
dicts Mr Kaufman. 

By that time, a new ice age 
would have started to descend on 
the stock market But as Wall 
Street pops the champagne corks 
to say goodbye to the old year 
tonight, such pessimistic 
thoughts will be for away. 


100 years ago 

Russia And Korea 
Tacoma, Washington State, 
28th Dec. The text of the 
recent contract securing 
Russian preponderance in 
Korea has been received here 
by steamer. This document, 
which is dated 5th Oct. 
declares that in accordance 
with (he commands of (he. 
Emperor of Korea, Russia has 
sent M. Alexieff to be Adviser 
to the Finance. Department : 
and Superintendent of the 
Customs. The Adviser, it is 
added, shall provide for the 
taxation, revenue arw * 
expenditure of the country 
and submit the Budget 
provided that the Ministers - 
concerned shall be consulted 
on all matters. 

50 years ago 

Canada's Dollar Shortage 
Ottawa, 30th Dec. If the U.S. 
Congress accepts President 
Truman's plan to add Europe, 
it is believed here that 
Canada may be in a position 
much earlier than had been 
anticipated only a short time 
ago gradually to lift her 
import restrictions. Reports . 
indicate it may be “only a 
matter of months" before a 
start is made in easing these 
trade restrictions. Informed 
quarters here believe Canada 
wifi be able to increase her . 
production in 1948 in order to 
bring more U.S dollars as a 
result of the plan to aid 
European recovery. 


T 




10 


*••^ 2 ^ .. 





Jw BrinsJj Hoaetsuiag Board's 2 day seminar 
”Jh* Thrill of Race hone Ownership - w essential 
u yw i wuh do becomr an ovoer. Thu unique 
«renr girts you on impartial, informed view of 
Racchone ownership. 

rjmg nm: 0X753 89721 1 

vHtr looted nuoik 


FINANCIAL TIMES 


Wednesday December 31 1997 



Titanic box office hit 
seals blockbuster year 


By Christopher Partes 
in Los Angeles 

The US film industry is set to 
end the year with at least 15 
blockbusters on its score card. 

As 1997 drew to a dose, a 
clutch of newcomers were 
moving quickly towards SlOOm 
in bos office revenues, the fig- 
ure required for a film to be 
classed a blockbuster. 

Titanic, which .sold almost 
$9m worth of tickets in each of 
its first 10 days on release in 
the US. is top among 1997 ’3 
late starters. It broke a three- 
day box office record last 
weekend, when it grossed 


US 1997 BLOCKBUSTERS Sm 
Men in Black 2ijO 

The Lost World 230 

Lisr Liar 1£ 0 

Air Force One 170 

Jerry Maguire 104 

Star Weirs uo 

Ransom 136 

101 Dalmatians 1.30 

My Best Friend's Wedding 127 
Face/Ofi 112 

Batman & Robin 107 

George of the Jungie 105 
Contact 101 

Hercules 100 
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Tomorrow Never Dies, the 
latest James Bond Aim, was 
running a close second with 
US revenues topping SGOna by 
yesterday. Metro -Goldwyn- 
Mayer, the movie studio, said 
last night worldwide receipts 
had reached $l40m in the 
film's first 10 days. 

Scream 2, a horror film 
aimed at teenage viewers, and 
family-oriented Flutter, both 
released earlier, were also 
advancing with more than 
|7Qm each. 

With total domestic tdnamst 

revenues almost 8 per cent 
ahead of last year, at a record 
$6bn plus, the summer's disap- 
pointments have faded. 

20th Century Fax, which lost 

Soros on 
global loans 

Continued from Page 1 

argue that financial markets 
in general, and international 
lending in particular, need to 
be regulated is likely to out- 
rage the flwanrini community; 
yet fiie evidence for Just that 
Is overwhelming," Mr Soros 
states. He believes the private 
sector is ill-suited to allocate 
international credit. 

Mr Soros has been attacked 
in recent months by Mahathir 
Mohamad. Prime Minister of 
Malaysia, who has claimed ( 
that international specula tor s 
had destabilised Asian finan- 
cial markets. He has strongly 
rejected such claims. 

Mr Soros has argued before 
against the view that free 
markets shonld be left to 
correct themselves without 
government intervention. But 
this is the first time he has 
proposed an international 
loan guarantee institution of 
this type. 

He thinks the timing is 
right for the Idea, since 
nobody would be interested 
when markets were buoyant. 

“Such an institution can be 
set up only at a time when 
International lending is In a 
state of collapse,” he says. 
"We are now entering such a 
period." 

Mr Soros hopes Monday's 
decision by International 
banks to roll over some of 
their debts to South Korea 
marks a turning point. 


about $70m on Speed 2: Cruise 
Control, bas found consolation 
in the extraordinary results so 
far from Titanic, a joint ven- 
ture with Paramount 
Industry experts say over-, 
seas revenues, which have yet 
to be counted, will ensure 
products such as Warner Bros’ 
Batman & Robin - which cost 


about $l90m to make and mar- 
ket in the US yet sold only 
SlOTm worth of tickets - will 
turn a profit 

In terms of numbers, fixe hit 
of tiie year was Men in Black, 
which grossed $2S0m for Sony, 
followed by The Lost World. 
Steven Spielberg’s Jurassic 
Park sequel, with $230m. 

However My Best Friend's 
Wedding, made for $42m and 
ending its run with a US gross 
of $l27m, is judged to have the 
best profit margins. 

One surprise was Hercules, 
the Disney animated feature, 
which took almost seven 
months in the rfnemsis to ptras 
SlOOm. Yet the re-release of 
Star Wan, the venerable space 
tale, generated almost $L40m 
in half that time. 

Off screen, the reversal of 
Sony’s fortunes after almost 10 
years of decline resulted in the 
Japanese-owned studio captur- 
ing an estimated 21 per cent of 
the year’s box office market 
and dis placing Disney’s Buena 
Vista, which had led the rank- 
ings for three years. 

Tom Cruise as Jerry 
Maguire, and Liar Liar, the 
Jim Carrey comedy, got the 
season off to a brisk start, but 
the market appeared to falter 
in summer - the traditional 

dnuma^nlTig period. 

Titanic helps Viacom, Page 12 


Satellite phone group 
steps $275m closer to 
global system launch 


By Christopher Price 

ICO Global Communications, 
one of a number of consor- 
tiums racing to build the first 
satellite-based system support- 
ing global calls from a pocket 
telephone, has raised almost 
half the $4.5bn needed for 
launch. 

The only European-based 
consortium in the race said 
yesterday t hat shareholders 
had put up $275m taking the 
total invested in the project to 
$2bn. 

The disclosure, which comes 
less than a year before the con- 
sortium launches its first satel- 
lite. Is likely to be followed by 
a public listing in 1998 to help 
fill the capital shortfall. 

Two competing US-based sat- 
ellite consortiums, GlobalStar 
and Iridium, have listed on the 
US Nasdaq market, and ICO is 
thought likely to follow. 

Both US groups have market 
capitalisations in excess of 
their funding requirements, 
implying a value of more than 
$4£bn for ICO should it decide 
to float Melvin Pointer, ICO 
treasurer, said a listing was 
"one of a number of financing 
options under discussion”. 

ICO and its competitors are 
Investing billions of dollars to 
place networks of satellites in 


low earth orbit They will be 
able to receive and deliver 
calls from anywhere in the 
world on handsets no larger 
than today's mobile phones. 

ICO’s latest fund-raising 
move is likely to mark the 
beginning of a hectic period of 
activity in the satellite market 
The development of so many 
global systems has prompted 
some analysts to question 
whether there is t he jpmand 
far ad to succeed. 

ICO plans to launch 12 satel- 
lites to provide a global net- 
work for band-held mobile 
phones. Its 57 investors 
include British Telecommuni- 
cations, Deutsche Telekom, 
Inmarsat and VSNL Of Tndta. 
ICO hopes to be operational in 
2000. It will compete with Irid- 
ium. led by Motorola, Global- 
Star. led by Loral, and EHipso, 
owned by Mobile Communica- 
tions Holdings - all of US. 

Another race is taking place 
among consortia competing for 
data traffic and multimedia 
services. One of these. Sky- 
bridge. controlled by Alcatel 
Alsthom of France, is also due 
to float cm Nasdaq this year. 
Teledesic, In which Bill Gates 
of Microsoft has interests, 
hopes to take advantage of 
demand for Internet services 
when it launches next century. 


Elton John 
knighted in 
Blair’s 
New Year 
honours 


By David Wlghton, 

Political Correspondent 

Elton John, the singer who 
moved mfHWwia with irf T per- 
formance during the ftmeral 
service for Diana, Princess of 
Wales, has been awarded a 
knighthood by Tony Blair, the 
British prime minister. 

A number of those involved 
in the organisation of the Sep- 
tember funeral have also 
received state recognition in 
fiie New Year honours list. 

Elton John’s knighthood 
was granted for services to 
music and for his charity 
work which included causes 
supported by the princess. 

Mr Blair also used his first 
honours list since becoming 
prime minister to reward 
I those wor kin g In the public 
j education system. 

Three saving headteachers 
have been made knights or 
rfamw and 55 Other honOUTS 
have gone to teachers a p d sup- 
port staff in education. 

The Ugliest award of a life 
peerage went to Paul Hanoi yn, 
a multi-millionaire publisher • 
who is one of the ruling 
Labour party’s biggest finan- 
cial backers. A generous phil- 
anthropist, Mr Hamlyn has 
also made large contributions 
to educational charities. 

Although Mr Blair has 
stated his intention to change 
the honours system, the Hrf 
represents a continuation of 
the "democratisation" storied 
under the previous govern- 
ment rather than a radical 
reform. As usual, a number of 
senior civil servants and dip- 
lomats were honoured and the 
heads of seven of the UK’s top 
100 companies received 
knighthoods. 

The prime minister’s official 
spokesman said the emphasis 
on education reflected the gov- 
ernment’s view that there 
were no more important jobs 
than teaching. "We are not 
only honouring the best of the 
profession bat the profession 
itself,” he said. 

The business honours 
included knighthoods for 
George Bull, chairman of 
Grand Metropolitan; John 
Carter, chief executive of Com- 
mercial Union; Graham 
Hearoe, chairman of Enter- 
prise Oil; Neville Simms, chief 
executive of Tarmac; Brian 
Smith, chairman of Cable & 
Wireless; Barrie Stephens, 
chairman cf Sebe; Dennis 
Stevenson, chairman of Pear- 
son, publisher of the Financial 
Times. There was also a 
knighthood for Frank Barlow, 
former chief executive of Pear- 
son and the Financial Times. 

The only politicians hon- 
oured were David Trimble, 
leader of the Ulster Unionists, 
who becomes a privy counsel- 
lor, and Chris Patten, the for- 
mer governor of Hong Kong, 
who was made a companion of 
honour. 


FT WEATHFR GUIDE 


Europe today 

Heavy rain w3l affect southern 
Scandinavia with snow In central 
parts. The north wifl have dry 
periods with snow showers. The 
Low Countries, Austria and 
Sw i tzer lan d will see rain later but 
Germany wffl remain dry. Heavy 
rain In western Francs wffl sweep 
eastwards to affect most parts. 
Rein in Portugal wffl clear east into 
Spain a» cooler, more showery 
weather spreads in. Elsewhere in 
the Mediterranean there will be 
occasional showers but ell parts 
wffl also have some sun. Eastern 

Europe will have widespread snow 
which will fail as sleet in foe south. 

Five-day forecast 

Europe will be generally unsettled 
with Atlantic lows and associated 
fro n ts sweeping in from the west 
This will lead to spells of rain with 
punctuated by showers. The 
Mediterranean wHI be unsettled 
with showers in many parts. 



TODAY'S 


Abu Dhabi 
Accra 


Sfluatfon Bl midday. Temptmtu+a irmdmum tor da y. Forecast* by PA WaatharCantna 


Amsterdam 
Athena 
Atlanta 
B, Aires 

BJnm 

Bangkok 

Barcatora 


Maximum 
Cetrius 
Sun 26 
Fair 32 
Fair 20 
Rain a 
Ferns 
Sun 9 
Fair 24 
Shower 7 
Fair 35 
Cloudy 15 


Bertn 

Bermuda 

Bogota 

Bombay 

Brunets 

Budapest 

C.hagen 

Cabo 


Sun 2 
Shower 6 
Fair 9 
Cloudy 4 
Shower 22 
Cloudy 2Q 
Fair 31 
Show er 9 
Fair 4 
Orzzt 5 
Fair 20 
Sun 30 


Cardiff 

Casablanca 

Chicago 

Cologne 

Dakar 

Dallas 

Delhi 

Dubai 

Dublin 

Dubrovnik 

Edhbtrgh 

Faro 


Show* 6 
Thunder 17 
Fa*- -6 
Fair 9 
Fa* 26 

sun 14 
Fair 19 
Fa* 26 
Shower 6 
Fair is 
Shower 7 
Shower 10 


Frankfivt 

Geneva 

Gferaitw 

Glasgow 

Hamburg 

HaWnkl 


Ctoudy 7 
Rata 8 
Shower 17 
Shower 7 
FWP 9 
Snow -2 


More and more experienced traveller! 
make us their first choice. 


Lufthansa 


HongKong Cloudy 22 
Hsnofufu Fa* 26 

Istanbul Fair 10 

Jakarta Cloudy 32 
Jersey R* 11 

Jch«wBtougThunde»23 

Karachi Fair 29 

Kuwait Rain 15 

L Angelas Cloudy 25 
LwPaftnas Shower 22 
lima Fair 30 

Lisbon Shower 15 
London Shower 8 
Luxiwira Shower 0 
Lyon Fa* 12 

Madeira Ratals 


Manila 

Mdboume 

Mexico City 

Mart 

Man 

Montreal 

Moscow 

Munich 

Nairobi 

Napi« 

Nassau 

New York 

Nice 

Maoris 

Oslo 

Ports 

Perth 

Prague 


Rahil 
Cloudy 18 
Fa* 19 
Shower 10 
Thunder 29 
Sun 29 
Fa* 23 
Fab 23 
Rain 8 
Snow-11 
Snow 0 
Fab 5 
Cloudy 24 
Fa*i 7 
Fair 25 
Cloudy -1 
Ra*i14 
Sun 17 
Steel 2 
Shower 10 
Fa* 30 
Fa* 2 


Rangoon 
RayKfavflc 
» o 
Rome 
S. Frsco 
Seoul 


Stockholm 

Strasbourg 

? ydn 2 

Tangier 

Tel Aviv 

Tokyo 

Toronto 

Vancouver 

Venice 

Vienna 

Wasaw 

VUnnii.' » - - 

*Y3snriQtDn 

Wattngta n 

Winnipeg 

Zurich 


Sun 33 
Sleet 3 
Thunder 30 
Fair 16 
Fair 16 
Shower 3 
Rain 32 
Slaat 2 
Fa* 7 
Far 27 
Rain 18 
Cloudy IB 
Fn* 12 
Snow -7 
Rein 12 
Cloudy 9 
Fa* 4 
Snow -1 
Fair 0 
Fa* 16 
Snow -2 
Fa* 6 


THE LEX COLUMN 


Currency cosmetics 


At midnight tonight the Russian 
central bank will lop three noughts 
off the rouble In a symbolic bid to 
consign the era. of stagflation to the 
history books. But a cosmetic face- 
lift to a currency, whose value bas 
plummeted since the Soviet Union 
collapsed which remains under 
pressure on fall-oat from Asia, wffl 
not restore investor confidence. 
That will return only once it 
becomes dear that Russia’s main 
economic problem, a budget deficit 
requiring continued inflow of for- 
eign capital, is being tackled. 

The punishlngly high interest 
rates imposed by the government’s 
policy of controlled depredation of 
the rouble have worsened the prob- 
lem. Government interest costs 
could rise by as much as 2 per cent 
of gross domestic product in 1998. 
Tightening the fiscal stance to meet 
the shortfall would crowd out pri- 
vate sector investment constrain- 
ing growth and the tax take. So the 
go v ernment will probably be forced 
to choose between catting services 
or pYpanriing the deficit beyond the 
revised target Either way, a trou- 
blesome supplemental budget 
seems likely. 

The political heat this would gen- 
erate should keep up pressure on 
the government to tackle the struc- 
tural problems depressing revenues. 
Without reforms of the tax code and 
cuts to social security spending and 
subsidies, a renewed speculative 
assault on the rouble will probably 
result. Structural problems, after 
all, cannot be treated as problems 
of liquidity indefinitely. 

Viacom 

Viacom, for so long t he laggard 
among the big US enter tainm ent 
companies, is turning into a hot 
stock again. Its shares have risen 45 
per cent in the past two months an 
hopes that the group is finally pre- 
paring to sell parts of its empire - 
the latest speculation surrounds its 
publishing arm, Simon & Schuster. 

I It could then repay the mnn-ntnin cf 
j debt it has laboured under since its 
Paramount takeover in 1994. 

There is certainly valne to 
unlock. Viacom bas proved this by 
realising premium prices for some 
smaller assets. The disposals of its 
radio stations and 50 per cent inter- 
est in the USA cable network were 
made at high-teens multiples of 
earnings before interest, tax, depre- 
ciation and amortisation (ebitda). 
That has reduced debt to around 
$8.4bn, although there Is also $L2bn 
of convertible stock. 


FTSE Eurotop 300 index: 

994.2 (+4.0) 


Against foodotor fftoa P*r $ 
3J500 



Of the bigger pieces of the pie, 
Simon & Schuster, the world’s larg- 
est educational English-language 
publisher, could be worth 10-11 
times its ebitda. or about $4bn. The 
group's television stations, regional 
theme parks and the Showtime 
pay-TV network, all of strategic 
value to other media companies, 
could fetch another jsbiL A knottier 
problem will be the ailing Block- 
buster video rental chain. If the 
business can be stabilised, it might 
be possible to spin it off. But the 
valuation would be low, perhaps six 
times ebitda, or £L5bn. 

That would leave Viacom essen- 
tially debt-free and with two attrac- 
tive franchises: the MTV and Nick- 
elodeon cable TV networks, and the 
Paramount Rim studio. On 15 times 
their onmhtn«*t estimated ebitda of 
|L2bn. that would value Viacom’s 
shares at nearly $50 apiece. 20 per 
cen t higher than the current price. 

Harrisons & Crosfield 

The joy at a metamorphosis story 
is that it prompts a stream of 

annn n n renrurntw giving manag ement 

the chance to ram home its mes- 
sage. Harrisons & Crosfield is now 
close to completing Its switch from 
conglomerate (had) to refocused 
chemicals company (good). Buying 
Kheox helps put the word speciality 
into Its old rhpwrirai and industrial 
division. Writing down its animal 
feed and malt businesses helps 
draw a line under the disposal pro- 
gramme. The return of £402m to 
shareholders is confirmed. For this 
reittfation cf the story told a couple 
of mouths ago. Harrisons deserves 
to see Its shares back in the 130p- 
140p range. But there are a few 
questions. The first is: has it over- 


paid for Rheox at 3.4 times last 
year’s sales? Harrisons* counter 
argument that the operating profit 
multiple compares favourably with 
other bids is not wholly convincing. 
There can he little scope for improv- 
ing Rheox’s impressive 29 per cent 
1996 margin, whereas at least two of 
the comparators - Allied Colloids 
and Holliday - have considerable 
headroom. So it comes down to 
growth potential, tax benefits and 
synergies. Fine. But the new “Ele- 
mentis” management will have to 
deliver. Another nltpick is the 
restructuring at the existing chemi- 
cals business: 1997 Is not proving a 
good year for the new core. 

But, batit to the story: the emerg- 
ing Elementis. Its new geared-up 
balance sheet could have net debt 
of around £260m. The comfort level 
of five times interest cover suggests 
operating profits of £80m-£90m. 
Applying a normal tax rate (it will 
be lower) and a chemicals sector 
rating gives Elementis a value of 
80p-90p a share. Add in the 56p dis- 
tribution and 18 p for other dispos- 
als, and the sum of the parts comes 
to 150p-160p, a reminder that the 
process is delivering some value 
from this spring's low base. 

Rimy Cointreau 

At least when French retail group 
Casino warded off PromodSs’s hos- 
tile bid, it was showing both profits 
and share price growth. The same 
cannot be said of the drinks group 
R6my Cointreau. Even a share price 
rise of around 20 per cent this week 
on speculation of a link-up with 
Pernod Ricard leaves Rfimy’s shares 
a third below their February level. 
Meanwhile its pre-tax profits, which 
disappeared last year, remain under 
pressure from the Asian downturn 
and high interest costs. This has 
softened up the controlling Heriard 
Dubreuil family to consider, if not 
an outright sale, at least a distribu- 
tion deal. Its costly international 
network needs mare product 
pushed through it. Pernod Ricard 
could afford to buy Remy. even 
though net debt pushes up the 
enterprise value to around 
FFrlObn. A domestic deal ought to 
give the most scope for cost 
savings, but lack of control would 
limit Pernod's scope for rationalisa- 
tion. Pernod 's reticence towards 
Dewar’s, the leading US whisky 
brand being sold by Diageo, shows 
awareness that international expan- 
sion is not without risks. Playing it | 
equally coy with R&ny might still 1 
lead to an interesting deal. 



Jermyn Street quality at affordable prices 


Y ou do not hive to pay Jermyn Street 
prices for a superbly finished shin. 
By dealing direct we avoid London’s 
expensive West End overheats and pass 
ihe benefit on to you. Yet we forfeit 
none of the quality. 


For example, our double cuff shirts are 
made bom pure iwo-foid cotton, the shirt 
fabric chosen by the worlds most famous 

shiri makers, lb rich lustre and silken feel 
make it cooi and comfortable to wear all 
year round, yet this quality of cotton 
poplin stands up io years of use. 

The James Meade Mens Classics 
catalogue Corwins 32 pages of clothing 
of outstanding quality. Whether it be 
shins, knitwear including Cashmere, 
trousers, nightwear, jackets or accessories 
that you me looking for. it is all here in 
Men's Classics and all made from the 
very finest materials money can buy. 


Our shirts feature a 
traditional Jermyn 
Street collar. With 
removable collar 
stiffeners and sewn 
in linings, the 
collar- sii as 
perfectly as any 
you have ever 
worn. And you 



Stripes and checks are 
matched and side warns 
and sleeves are stitched 
Sintle wrJk with what we call twin 

ft 1 " 1 ? needle stitching: two 

rows of stitches for security and a very 
neut finish. And arm holes are single 
needle felled in time honoured fashion. 


The back of the 

shirt features a 
double split yoke 
and tucks, which 
provide maximum 
comfort. Thu split tiiAr y, v i rrfun 

material, cut on the bias, literally 
expands and contracts » arms and 
shoulder* are stretched and relaxed. 


We offer our shirts in sines 147’" to IX' 
and in up to wven sleeve lengths to 
ensure your shirt fits yon as if it hod been 
made-to-measure. Generous in cut. the 
tails on these shirts are the longest you'll 

find. So they suy when* they should, 
nicked in - no.skimping on material here. 
The net result is a shirt that is 
tremendously comfortable to wear. 


dial most orders are despatched within 48 
hours and our no quibble guarantee are 
all pan of our commitment to service. 
Don’t delay, order your FREE catalogue 
today to take advantage of our 
introductory offer. 


Ckmkiiathlctttff 


am choose from a wide range of double 
or single cuffs. 


„ ^ ft* >he ultimate mark 

r | ml 5 of distinction you can 
AW „s tu embroider 

Stxksk cmhn<*kmi > nur init “ds on your 
initials shin. This, the fact 


Sun pl> oHitpfcie this coupon 
und send tl to; James Meade 
Limited. FREEPOST 
^ IttihL Andmer. 
Hampshire. SPHMBR 
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Rich pickings 
for City advisers 

Banks bad another bumper year in 1997 
advising on £64.1 bn (gn06bn) worth of UK 
mergers and acquisitions. This fell just short of 
the 1995 record of £67.7bn, according to a survey 
by Aajinsitums Monthly, which also estimates 
that the City earned £i3bn in fees from UK 
takeovers in 1997. Page 13 

Scottish fish farmers favour fsaflbut 

Fish farmers in Scotland have reared a species 
of halibut, which commands up to four ftmpq 
the price of farmed salmon. As technology 
improves, fanned halibut prices are expected to 
settle between £5 and £6 a kilo, mairing hatch- 
ery and fanning operations viable. Page 16 

Adventurous investors look to Bulgaria 

For investors looking for high returns in 1998, 
the answer could be Bulgaria. While Romania 
and Russia proved the happiest hunting 
grounds for the adventurous during 1997, ana- 
lysts are looking to Bulgaria to achieve some of 
the most spectacular gains in 1998. Page 26 


Electronic market to trade in waste 

The perception of waste and the way it is han- 
dled could soon change with the launch of an 
electronic “trading floor" in the UK. It is hoped 
the floor will introduce transparency and stabil- 
ity into markets for waste materials such as 
paper, plastics, wood and glass. Page 16 

Israeli shopkeepers feel the pinch 

Local shopkeepers in Israel are under pressure 
from the rapid growth of large shopping malls 
and “same store” outlets, where consumers can 
buy everything under one root Page 12 


Companies in ttna Issue 


ACNietean 

12 Lear Seating 

13 

Abbey National 

22 Lincoln National 

13 

A er Rkanta 

13 Uoyd Triestino _ 

2 

Akzo Nobel 

13 Louisiana Pigment 

11 

Alfa Group 

2 LucasVarlty 

13 

Armstrong Wheel&Rhn 

13 ManugisUcs 

12 

Arrow 

13 Marvin 

13 

BP 

22 Mitsui 

11 

BP Chemicals 

NL Industries 

11 

Blue Square 

12 National Express 

13 

Bozell Jacobs 

Pubfiaa 

12 

12 


Brazilian Smaler 

Purity Dairies 
13 

12 

Brunner Mond 

.Repaoi 

13 

- 12 


Reuters 

12 13 

Caterpillar 

13 



Sakura Bank 

11 

Dean Foods 

12 



Schraders 

22 

Ericsson 

12 



Shell Transport 

22 

Federal-Mogul 

13 

Standard Chartered 

22 

Fidelity Investments 

12 

Styrenix Kunststoffe 

11 

GEC 

22 

Suez-Lyonnais 

2 

GKN 

13 Superaol 

12 

Govett Oriental 

22 TB! 

13 

Gras Savqye 

13 Textron 

13 

Grupo Rnanc Serfin 

13 True North 

12 

HSBC 

13,22 Tyumen Oil 

2 

Harrisons & Crosfield 11,22 

12 

Hayes Wheels 

UPM-Kymmane 

12 

Hubs 

11 Vanguard 

12 

tci 

11 Veba 

11 

ICO 

10 Viacom 

12 

IngerEoB-Rand 

13 Wharf Holdings 

12 

Italia Navigation© 

2 WBfisComxm 

13 
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^Annual reports renrfce 

2021 

FTSE Actuaries share Indices 22 

Bendmak Govt bonds 

14 

Foreign exchange 

15 

Bond Mures and options 

14 

tats prices 

14 

Bond prices and yields 

14 

London share senrice 

20jn 

Commodities prices 

18 

Managed funds senrice 

IT-19 

Dhidends announced, UK 

13 

Money mattes 

15 

EMS currency rates 

IS 

New InH bond Issues 

14 

Eurobond prices 

14 

Bowses 

2125 

fixed Merest hdfces 

14 

Recent issues, UK 

22 

FT.S&P-A Worid Indices 

23 

Short-term M rates 

15 

FTSE Gold Mines Index 

22 

US Merest rates 

14 

Emerging Market bonds 

14 

Worid stock markets 

23 
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Chief price changes yesterday 
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Losses prompt leading Japanese bank to cut property-related assets 


BP buys 


Sakura set 
to overhaul 
operations 



Tokyo traders bow as the Nikkei 225 average rose 483J52 to close the year at 35,258.7*1. Sakura 
Bank’s problems were compounded by the sharp decline In the Tokyo stock market nun 


By Paid Abrahams n Tokyo 

Sakura Bank, one of the 
world's largest banks with 
assets of Y54,700bn ($420bn), 
plans to restructure its domes- 
tic and overseas operations. 

The group, part of Japan’s 
Mitsui business grouping, said 
yesterday it aims to cut its 
property-related assets 
through securitisation and 
focus on housing loans and 
selling financial products such 
as investment trusts. Details 
will be announced next month. 

The move - triggered by 
poor profitability and an erod- 
ing capital base - is a setback 
for Sakura's ambitions. Among 
Japanese tanks it has the larg- 
est international network after 
Bank of Takyo-Mitsutashi, the 
world’s largest bank. 

Sakura, which is heavily 
exposed to the troubled con- 
struction and commercial 
property sectors, has suffered 
huge losses from a string of 
failures among its clients. This 
month the bank said it would 
be forced to write off as much 
as Yl24bn, which it had loaned 
to Toshoku, a failed medium- 
sized food wholesaler. 

Sakura has already endured 
losses from the failure in 


By Richard Tomkins brt New 
York and David Blackwell 
in London 

NL Industries, the US 
chemicals company controlled 
by Texan billionaire- Harold 
Simmons, has agreed to sell Its 
Rheox speciality chemicals 
division to Britain’s Harrisons 
& Crosfield for $465m in cash. 

NL said it intended to cut 
debt and Increase capacity in 
its mainstay titanium dioxide 
business at a time when world 
d emand was picking up and 
prices had started to rise. 

It hopes to buy the rest of 
Louisiana Pigment, a titanium 
dioxide plant in Lake Charles. 
Louisiana, in which it already 
has a 50 per cent stake. The 
rest is owned by Imperial 
Chemical Industries, the Brit- 
ish chemicals company. 


August of Dai to Kogyo, a con- 
struction company, and pro- 
vided rescue funds for other 
construction groups such as 
Fajita and Mitsui Construc- 
tion. Yamatane Securities, its 
securities house, last year 
reported its seventh consecu- 
tive year of losses. 

The. health of its finance 
company affiliates remains a 
concern and the company is 
also exposed to Th ailan d. At 
the end of September, it- had 
YI, 6 S 6 bn of problem loans. 

Shares in Sakura, which 
announced a previous restruct- 
uring in September, have 
ftiTipn from a high Hris year of 
Y975 to just Y373 yesterday. Its 
debt was downgraded by Stan- 
dard and Poor’s, the US rating 
agency, on December 24. 

So far, Sakura hhs had diffi- 
culty boosting profitability by 
cutting costs. Its expense ratio 
remains high even by Japa- 
nese standards, mainly 
because it has taken so long to 
cut staff following the bank’s 
creation in 1990 through the 
merger of Mitsui Bank and 
Taiyo Kobe Bank. 

Sakura’s return on assets at 
0.03 per cent last year was 
below average for one of 
Japan's leading banks. 


* ICI announced earlier this 
year that it was quitting the 
ti tanium dioxide business as 
part of a plan to concentrate 
on speciality chemicals. It 
agreed to sell its titanium diox- 
ide business outside North 
America to DuPont 

Although quoted on the New 
York Stock Exchange, NL is 74 
per cent owned by Mr Sim- 
mons, an investor and corpo- 
rate raider who won control of 
the company in 1986. In 1990. 
Mr Simmons waged - and lost 
- a proxy fight for Lockheed, 
the US defence company. 

Rheox makes additives that 
control the flow characteristics 
of products Including paints, 
inks, cosmetics and adhesives. 


The group's problems have 
been compounded by the steep 
fall in the Tokyo stock market 
In March 1996 it had unreal- 
ised gains on its equity portfo- 
lio of Yl,600bn. However, bro- 
kers Jardine Fleming estimate 
that if the Nikkei closes at 
15*209 at the end of March next 
year, Sakura will no longer 
have any unrealised gains an 
its portfolio. Yesterday the 


Operating profits at Rheox 
were $39.3m In 1996 after grow- 
ing at a compound annual rate 
of almost 13 per cent for two 
years. In the same period sales 
- 60 per cent of which are out- 
side the US - increased by a 
compound rate of 7 per cent to 
H349m. 

At midday yesterday, NL’s 
shares were up $%, or 7 per 
cent, at $X3£. 

For Harrisons & Crosfield, 
the deal is the final step in 
turning itself into a chemicals 
company. The group, which in 
the past 12 months has made 
disposals totalling £479m 
(3790.35m), is also to return 
£4G2m to shareholders, equiva- 
lent to 56p a share. 


Nikkei 225 closed at 15.258. The 
bank only made a profit last 
year by selling some equities. 

Sakura said suggestions it 
would close half its Interna- 
tional operations were exag- 
gerated. The company has 99 
overseas branches, representa- 
tive offices and affiliates in 
Asia, Europe and the US. 

The group owns Sakura 
Global Capital, a New York- 


Bfll Turcan, chief executive, 
said the deal would give Har- 
risons & Crosfield critical mass 
in speciality chemicals, 
enabling it to expand both 
organically and through acqui- 
sitions. 

Shares in the group, which 
bit a low of 101 'Ap earlier this 
year, rose 6 %p to dose at 139p. 

UK analysts welcomed the 
deal and the improved finan- 
cial structure, but added that 
the new management team 
had a lot to prove. 

The group, which will be 
known as Elementis from 
tomorrow, also announced pro- 
visions to talling £ 220 m to be 
taken in this year’s accounts. 
The figure includes £79.9ra of 


based company focusing on 
currency and interest rate 
swaps; a majority stake in 
Sakura Dellsher, a futures bro- 
ker based in Chicago; Sakura 
Securities USA; and Sakura 
Bank Canada. In London it 
runs Sakura Finance Interna- 
tional. a fully controlled sub- 
sidiary that concentrates on 
securities underwriting and 
trading activities. 


$465m 

goodwill previously written off 
and a £90m provision to reflect 
the fall in value of BO CM 
Pauls, the animals feed busi- 
ness, and Pauls Malt 
Mr Turcan said the group 
was still in talks over the pos- 
sible sale of BOCM Pauls. 

Under US law, the goodwill 
can be written off over 15 
years. George Fairweather, 
finance director since March, 
said the group tax rate would 
fall to the low 29-per-cents, 
then rise slowly each year. 

Because of the 56p a share 
being returned to sharehold- 
ers, no final dividend will be 
paid. In future the dividend 
will reflect the new financial 
structure of the group, and 
will be covered up to 2.5 times 
by earnings. 
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German 

plastics 

company 

By Michael Peel and 
Andrew Fisher In Frankfurt 

BP Chemicals has begun a 
global expansion of Its styrene 
plastics business after agree- 
ing to pay more than $ 2 00 m 
for tiie styrenics unit owned 
by Hills of Germany, the Veba 
group chemicals subsidiary. 

Styrene Is used in the pro- 
duction of polystyrene and 
expanded polystyrene (EPS). 
Tbe purchase of Styrenix 
Runs ts to fie is BP 'a largest 
chemicals acquisition for IS 
years, and will make its styr- 
enics business Europe's sec- 
ond largest by capacity. 

Its aim is to use European 
technology in styrenics to 
expand its Asian activities, 
including joint ventures. 

“The whole point of this 
deal is to allow us to grow 
globally,” BP said. “We have 
got a strong position in the 
[European] market and this 
will give ns extra production 
technology to add to that.” 

The sale fits in with the 
restructuring policies of Veba 
and HfUs, which are focusing 
on specialised sectors that 
promise a high return in inter- 
national markets. 

Hfils had been trying to sell 
Styrenix for about a year, 
since it was neither a core 
business nor market leader. 
Two other companies - one in 
the US and one in Europe, out- 
side Germany - were also 
interested. HiUs favoured BP 
partly because H expected it to 
maintain existin g plants. 

Global sales of polystyrene 
and EPS last year were esti- 
mated at about $9bn, up 3 per 
cent to 4 per emit on 1995 

The deal will increase BP*s 
polystyrene and EPS capacity 
by 170 per cent to 515,000 
tonnes a year. The company 
has also unveiled plans to 
increase output at its plants 
near Iille in northern France 
and at Baglan Bay, South 
Wales, by 100,000 tonnes a 
year by tbe end of 1999. BASF 
of Germany has capacity of 
about 840,000 tonnes. 

Styrenix had turnover last 
year of DM550m (£184m). It 
employs 488 people at Marl in 
Germany and Trelleborg in 
Sweden. The expansion 
scheme will give BP about 5 
per emit of tbe world market 
for polystyrene and EPS. 

“This deal leap-frogs them 
on a European basis but on a 
global basis they are still 
small,” said one analyst. “Yon 
need economies of scale 
regionally and globally to be a 
real world competitor.” 


UK group buys Rheox for 

NL to concentrate on titanium dioxide 


Barry Riley 

Tortoise beats Tigers: 
a fable for the new year 


M Year-end 
flurries in New 
York and Lon- 
don remind us 
of the potency 
of all those sea- 
sonal analyses, 
such as those of 
the “January 
effect”. The precise reasons for 
such seasonality remain con- 
troversial. but if they are to do 
with liquidity factors then the 
effect could be even more pow- 
erful than usual this year. 

As all those year-end institu- 
tional subscriptions and Janu- 
ary mutual fund contributions 
flood in they will collide with 
high liquidity in some mar- 
kets. This applies especially to 
the UK where bearish pension 
funds probably have 7 or 8 per 
cent in cash on average for the 
calendar year-end, and tbe 
serious doomsters have mere. 

However, there is less liquid- 
ity In New York, and there has 
been a ferocious credit squeeze 
in the Far itagt, where in many 
countries banking systems are 
on fife s up port. These global 
contrasts can no doubt persist 
for a while. But the Asian 
shortages have been making 
an impact on the US Treasury 
market, with official holders 
pulling out substantial sums — 
leading to a reported fall of 
more than $12bn in Federal 
Reserve custody holdings for 
foreign central banks last 
week. 

These weekly changes are 
erratic, but tbe drop has been 
more than S30bn in tbe quarter 
now ending. Further, tbe year- 
on-year figures have now gone 
negative, marking a funda- 
mental change from tbe posi- 
tive flow of funds environment 
in bonds which helped gener- 


ate the vigour of the equity 
bun market from 1965. 

True, tbe negative numbers 
are limited to public sector 
flows. The pressure has there- 
fore been at the very short end 
of Treasuries, where official 
holdings are concentrated; tbe 
long band yield has actually 
been falling since April On 
the other hand, private sector 
Dows out of Asia into dollar 
securities probably remain 
positive. 

There is certainly no sign of 
the nightmare of the forced 
sale and repa t riation by pri- 
vate sector Asian holders of 
dollar assets regardless of 
price. Indeed, there is an obvi- 
ous, safe-haven effect, with 
long bond yields in Europe and 


There has been a 
credit squeeze in 
the Far East and 
many banking 
systems are on 
life support 


the US falling to their lowest 
in decades. The conspiracy 
theory, anyway, is that tbe 
IMF bail-outs are primarily to 
underpin the US markets. 

This week’s opinion in the 
markets has been that the 
cracks were satisfactorily 
papered over during Christ- 
mas. At least, it seems to have 
been viewed positively that the 
Japanese banks should have 
obligingly agreed to roll over 
about J 6 bn in short-term loans 
to Korean banks. Seldom can a 
near-bankrupt borrower have 


been in such a strong bargain- 
ing position. 

Is Asian gloom thus no -lon- 
ger a serious threat to the 
West in 1998? Perhaps slaugh- 
tering i.flrn chick ens or risking 
5100 m or so can fix the conta- 
gion problem at source. 

But here are a couple of 
thoughts. First, remember that 
the Asians have been furious 
savers, but a large proportion 
of their paper (and real estate) 
wealth has been wiped out this 
year. The Americans have 
been miserly savers (in aggre- 
gate, anyway), but paradoxi- 
cally the market value of their 
assets has continued to grow 
rapidly. 

Is this just a reassuring 
tortoise-beats-taare financial 
fable for our times? Maybe, but 
tbe Tigers were touted as a 
growth engine Tor the global 
economy. And surplus Asian 
savings were to be available to 
finance over-consuming and 
capital-hungry America. 

Second, American compa- 
nies are leveraging their bal- 
ance sheets. It makes excellent 
sense to options-loaded execu- 
tives to do so when “new para- 
digm” growth stretches so 
benignly ahead. But is this 
really a clever time of the eco- 
nomic cycle to be doing it? 
Maybe corporate America has 
something to learn from the 
Far East experience, after all 

Increased equity market risk 
is already Hashing some warn- 
ing signals. The “October 
effect" of high volatility has 
persisted, albeit at slightly less 
extreme levels. But so far the 
ups and downs of Wall Street 
since August have turned out 
to be roughly self-cancelling: 
Or perhaps the January effect 
has come early this year. 
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COMPANIES AND FINANCE: INTERNATIONAL 


Fidelity to stop reporting daily assets 


By John Authera 
In Now York 

Wall Street dealers will have 
to cope with a sharp reduc- 
tion in the information they 
receive about cash flows Into 
mutual funds following the 
decision by Fidelity Invest- 
ments, the world's largest 
flinri manager, to stop pub" 
liwhing daily information on 
its net assets nest year. 

The move highlights the 

attention which mutual fund 

flows have received In the 
past few years on Wall 


Street, where the record 
amount of money being 
invested by small savers is 
perceived as a key factor: in 
the persisting hull market 
for US equities. 

Fidelity's decision follows 
a move by Vanguard of 
Pennsylvania, the second 
largest mutual fund com- 
pany, which has enjoyed the 
largest mutual fund sales so 
for this year, to switch to 
reporting its net assets only 
once a month. As the two 
companies together account 
for about 20 per cent of the 


market, it will now he virtu- 
ally impossible to estimate 
the net flow of money into 
the industry on more a 
monthly basis. 

Fidelity has about *600bn 
under management, and sig- 
nificant shifts by its portfo- 
lio managers have the power 
to move share prices. Deal- 
ers can use daily net asset 
information to help them 
spot that a Fidelity manager 
is TTwWTig a shift In the port- 
folio, and this can affect the 
price at which the company 
can seU Industry watchers 


monitored flows into special- 
ist funds, and used the infor- 
mation to. recommend sec- 
tors., and sometimes . 
individual stocks. 

According to Fidelity; "We 
found that people look at the 
change In assets and try to 
determine how the funds are 
trading. We took this action 
to protect shareholders' 
assets; there is no benefit to 
shareholders in' making this 
information available every 
day." 

Interest in mutual fund 
flows has intensified since 


the last week "of October, 
when the Dow Jones Indus- 
trial Average suffered its 
worst daily decline in points 
terms, only to record its 
strongest dally gain the next 
day, following reports that 
small investors had made 
significant net investments 
overnight 

Several companies publish 
estimates of daily fund flows 
for the industry; .using 
regression techniques based 
on overall- market perfor- 
mance and net asset figures. 
These figures often differ 


widely from the industry’s 
official figures, which are 
compiled by the Washington- 
based Investment Com pa ny 
Institute on a monthly basis. 
They are normally available 
two weeks into, the following 

month 

According to the institute; 
"We took a philosophical 
decision on f Wft many years 
ago. The foaling was that- it 
would be wimter-productlve 
to promote mutual funds- as 
a long-term Investment and 
then, produce daily or weekly 

^a]milatfnns OH cash flow." 



Nasdaq turns 
to Europe for 
new entries 


By John Authera in New 
York and Tim Burt in 
Stockholm 

The Nasdaq stock market 
yesterday underlined the 
steady blurring of interna- 
tional boundaries in capital 
markets by adding two 
non-US companies, Ericsson, 
the Swedish telecommunica- 
tions company, and Reuters, 
the London Information 
group, to its Nasdaq-100 
stock index for the first time. 

Nasdaq also signalled its 
determination to compete 
with the larger New York 
Stock Exchange for listing 
foreign companies. 

Inclusion in a closely 
watched index can be valu- 
able for companies, follow- 
ing the growth of so-called 
index funds which seek pas- 
sively to track index perfor- 
mance. and of index-based 
options for hedging. 

However. Nasdaq's deci- 
sion is at variance with the 
policy Implemented by Stan- 
dard & Poor's, which con- 
trols the S&P 500. the most 
closely monitored bench- 
mark of US equity market 
performance. 

A few multinationals, such 
as Royal Dutch-Shell and 
UnUevcr. have been in the 
S&P 500 virtually since 
inception and will not be 
removed, but S&P's policy in 
recent years has been not to 
add non-US companies. 

On the Nasdaq market, 
where Ericsson has been 
quoted since 1983. average 
trading volumes have 
reached 2m a day. 


Industry analysts said US 
trading in Ericsson, which is 
40 per cent-owned by North 
American institutions, had 
increasingly influenced 
share movements in the Lon- 
don and Stockholm markets, 
where the company's shares 

are also quoted. 

In Stockholm, its most 
commonly traded B shares 
rose SKr9.50 to SKr302.50. 
However, they dipped signifi- 
cantly on Nasdaq, falling $%, 
or 2.3 per cent to S3 by 
mid-session. 

There were spectacular 
jumps for some of the US- 
based new entrants to the 
Nasdaq-100, which is revised 
annually, with Apollo 
Group, an education and 
training provider, gaining 
6.32 per cent, and Immunex, 
a bio-pharmaceutical com- 
pany. gaining 6.03 per cent 

Nasdaq said the adjust- 
ments would improve the 
index's value as a hedging 
device, and would ensure it 
represented the largest and 
most active share issues 
traded on Nasdaq. 

All the 100 constituents 
are picked from the 125 larg- 
est Nasdaq Issues, judged by 
market capitalisation at the 
end of October. 

ir the company is not 
based in the US, it must 
have a worldwide market 
value of at least SlObn, and a 
US market value of at least 
$4bn. with an average daily 
trading volume of 200,000 
shares. 

These requirements are 
more stringent than for 
domestic securities. 



Titanic success: the record-breaking film with Kate Winslet and Leonardo di Caprio has boosted Viacom’s share price 

Viacom buoyed by Titanic 


By Christopher Parlies 
in Los Angeles 

Viacom shares climbed to an 
18-month high yesterday, 
driven by the success of the 
film Titanic and continued 
speculation that the enter- 
tainment group plans to sell 
its Simon & Schuster pub- 
lishing arm. 

A laggard among enter- 
tainment stocks, held bade 
mainly by the feeble perfor- 
mance of its Blockbuster 
video rental and music busi- 
ness, Viacom has come 
under pressure from inves- 


tors to reorganise. A recent 
analysis by NatlonsBanc 
Montgomery securities 
house said it was likely to 
refine operations to become 
a film and television special- 
ist “We believe the company 
is motivated to revive its 
stock price and is taking the 
necessary measures," the 
report said. 

By late morning yesterday 
Viacom shares had risen 
more than $1 to $41 Vr. 

Earlier this week the com- 
pany completed the sale of 
Cinamerica, a cinema chain 
owned in partnership with 


Time Warner. It also 
received a boost from the 
promising debut of Titanic, 
the epic disaster film which 
has broken box office 
records in the US. Viacom’s 
Paramount Pictures, which 
co-produced the film with 
20th Century Fox, owns US 
distribution rights while the 
News Corp subsidiary is 
issuing h overseas. 

Options- fox Blockbuster - 
which has seen its core 
video rental operation hit by 
a maturing market and 
intense competition from 
mass retailers - include - a 


spin-off. However, this 
option is not likely to be 
Open until stability has been 
restored. Blockbuster’s earn- 
ings before tax, depreciation 
and amortisation are expec- 
ted to shrink to $236m this 
year compared with 8773m 
in 1996. 

S umn er Redstone, who 
controls Viacom, has repeat- 
edly promised to reduce 
group debt, and analysts 
identify the sale of publish- 
ing as the most logical way 
to raise an estimated $4hn. 
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Wharf Holdings wins battle against UIH 


By Louise Lucas 
in Hang Kong 

Wharf Holdings, one of Hong 
Kong’s biggest conglomer- 
ates. has won a rare victory 
in its legal battle with 
United International Hold- 
ings (UIH). a Denver-based 
company. 

The District Court in New 
York yesterday quashed the 
US company's application to 
have payments due to a 
Wharf subsidiary under a 
banking agreement turned 


over to the court 

The decision protects the 
US assets of Wharfs subsid- 
iaries for the time being, but 
does not overturn earlier rul- 
ings against Wharf made by 
a Denver court. 

Wharf welcomed the latest 
ruling. “We are pleased that 
the New York District Court 
recognised the limitations 
imposed by applicable law 
on UIH efforts to collect on 
their judgment before Wharf 
can exercise its right of 
appeal from the Denver judg- 


ment" the company said. 

The company, which has 
protested that the case 
should have been held in 
Hong Kong, further noted 
that it was the first time the 
civil action between UIH and 
Wharf had been beard out- 
side Denver. 

The latest ruling safe- 
guards payments due to 
Krikler, a subsidiary of 
Wharf, from Chase Manhat- 
tan Bank relating to a 
US$1 00m interest rate swap 
agreement. 


It comes barely one week 
alter the Denver court ruled 
that Wharf should be barred 
from commercial dealings 
with financial institutions 
which have affiliates in the 
US. 

UIH turned to the courts 
when Wharf denied the exis- 
tence of a promise - which 
UIH claims was made In 
October 1992 - giving it an 
option to acquire 10 per cent 
of the loss-making Wharf 
Cable TV. 

Wharf has consistently 


denied any agreement was 
reached with UIH. 

The case has sparked 
wider concerns in Hong 
Kong's international busi- 
ness community, primarily 
over the issue of US courts 
extending their jurisdiction 
to what might be considered 
Hong Kong matters. 

Business leaders have 
already raised the matter 
with the Hong Kong govern- 
ment. which is keen to pre- 
serve Hong Kong’s reputa- 
tion for a fair judicial system 


following China's resump- 
tion of sovereignty over the 
former British colony last 
July. 

Yesterday, Wharf said it 
was continuing with its 
appeal on earlier rulings, 
which went against it, and 
was confident the Denver 
judgment would be reversed. 

“We believe that the Den- 
ver verdict was contrary to 
applicable law and intend to 
exotise our appellate rights 
to secure reversal of the jury 
verdict,” it said. 


UPM-Kymmene, Europe’s largest forestry group, 
yesterday strengthened its alliance with Asia Pacific 
Resources International (April), the Stogjapdre-based 
paper producer, by signing agreements an technology . 
co-operation, marketing and envircaunental polides. The 
Finnish company, which in September announced a fine 
paper joint venture with April, said, the agreements would 
cover production of such paper at plants in Europe and 

south-east Asia, 

Aspart of the venture, the two have agreed to swap 30 
par cent of their respective fine paper operattons in a non- 
cash transaction. Yesterday, UPM-Kymmana said the 
share swap would take place durtngttue first quarter of 
1999. Tbe share transaction has been timed to coincide 
with the start-up of the last of three fine paper machines 
under canstructitm at April. Tim Burt, Stockholm 

■ OIL AND GAS - ----- 

Repsol lifts Astra stake 

Bepsol, the privatised Spanish oil and gas group, has 
ploughed a further $170, 5m Into Its expansion programme 
in Latin America, building up its stake in its Argentine 
affiliate Astra to an outright majority. It said it aimed to 
turn Astra into the spearhead of its drive into the Merco- 
sur region, with planned investments of about $2bn ova- 
the next five years and a broad range of activities similar 
to that of the group in Spain. 

Repsol said it had raised its holding in Astra from 47.G 
per cent to 56.7 per cent through a capital increase this 
month and the purchase of 2 per cent of its stock on the 
market in November. 

The strengthening of Rqpsol's control brings its invest- 
ment in Astra to $65&n since it took its first stake in the 
company 18 months ago. The acquisition represents the 
biggest step in the Spanish group's strat e gy in Latin 
America, identified as one of the main potential growth 
regions in the on and gas sectors. 

Following Repsol’s entry as shareholder - beginning 
with a 87.7 per cent stake in mid-1996 - Astra has 
increased Its presence in the gas and oil sectors by spend- 
ing some $440m on holdings in Phispetrol Energy and 
Mespetrol Argentina. 

In May this year it announced a farther 8345m invest- 
ment plan, securing control of a network of more than 600 
service stations In Argentina, reinforcing its refining 
capacity and boosting its production of asphalt and lubri- 
cants. It followed this with a $79m acquisition in bottled 
gas distribution. 

Repsol said it also had plans to strengthen its presence 
in Mexico and BrazlL David White, Madrid 

m DAIRY INDUSTRY 

Dean buys Purity Foods 

Dean Foods, the nHoois-based dairy processor and distrib- 
utor, yesterday continued its acquisition spree, picking up 
Purity Dairies, a Nashville-based business which pro- 
cesses and distri butes lwpdd miUf i ice cream other 
dairy products in Tennessee, Kentucky and northern Ala- 
bama. 

Terms of the transaction with the privately-owned, fam- 
ily company were not disclosed, but Dean said that Puri- 
ty's sales were around flOOm. It Is the latest in a string of 
acquisitions by the larger midwest group, which has been 
eagerly expanding its dairy business as deregulation in 
the Sector encourages a wave of rationalisation. 

Nikki Tait, Chicago 

■ MARKET RESEARCH 

ACNielsen faces $36m charge 

ACNielsen, the US market research company, yesterday 
said it would take a pre-tax charge of $36m against profits 
in the quarter ending this month, mainly to cover the cost 
of reorganising its lossmaking operations in Japan. The 
company said it hoped to restore the Japanese business to 
profit by 1999. 

ACNielsen said the results from its Japanese operations 
had suffered from several factors including high labour 
costs and the high cast of acquiring scanning data from 
retailers. The reorganisation would involve the rationalis- 
ation of product lines, the consolidation of facilities and a 
reduction in the workforce. 

The company said the fourth quarter charge would also 
cover the cost of smaller-scale reorganisations in certain 
other Asia Pacific markets, hut it said these were not 
directly related to Asia's economic troubles. 

The reorganisations were expected to produce pre-tax 
savings of about $12m starting in 1999. the company said. 
The charge, it added, would be more than offset by a pre- 
tax gain of $39.1m from the sale of its investments in two 
companies: the Nasdaq-quoted Manugistics and privately- 
held GeoQuesL Richard Tomkins, New York 


True North, Bozell link Israel embraces one-stop retailing 

sees Oil r renen Cl)3.IIen?e T^enny Porat knows it Food bought in superm ar ket* Square’s non-food retailing a further 90,000 square 

l-C is only a matter of ‘ • sector - which accounts for metres of retailing to its 


By Nikki Tart in Chicago 

Shareholders of True North, 
the Chicago-based advertis- 
ing group, yesterday voted 
heavily in favour of the com- 
pany’s planned S-Hom 
merger with Bareli. Jacobs. 
Kenyon & Eckhardt. another 
US agency - finally ending 
the ugly tussle between True 
North and its biggest share- 
holder, the French Publicls 
advertising group. 

Two months ago. Publicis 
attempted to make a bid for 
True North, tn which it held 
an IS per cent interest, in an 
effort to derail the Bozell 
deal. But a «a?rics of court 
judgments in the US found 
its attempt to obstruct the 
Bozell deal was in breach of 
an agreement with True 
North last May. when Publi- 
cs and True North finally 
agreed to end efforts to build 
a worldwide alliance and go 
their separate ways. 

As a result of the merger 
with Bored. Publicis’ stake 
in the Chicago group will be 
diluted to about 10 per cent 

The shareholder vote was 
taken after a brief, gnod-hu 
moored mootmr* m Chicago 
yesterday morning. 

Final results were not 
announced immediately, but 
more than 15m shores were 
said to have been voted in 
favour of the metier, out of 
the total of roughly 25 tn. 

True North said 93 per 
cent of the proxies delivered 


ahead of the meeting - 
which did not include the 
Publicis holding - hod been 
supportive, a result which 
Bruce Mason. True North's 
chairman, described as 
extremely gratifying. 

Publicis will retain a direc- 
tor on tiie True North,' Bozell 
board until his one-year 
term expires, but then lose 
entitlement to represention 
unless the stake is rebuilt. 

It will also be unable to 
exit from its diluted bolding 
for a short period of time - 
should it wish to - because 
of the structure of the True 
North.Bozell deal. There was 
no immediate comment from 
the French company on the 
meeting's result. 

The deal will almost dou- 
ble True North's size, lifting 
it from tenth place in the 
advertising agencies league 
table to sixth. The enlarged 
agency's billings will tap 
Slibn. while revenues will 
be more than $l.2bn. 

Bozell. wbich was previ- 
ously privately-owned, had 
been viewed as a likely mar- 
riage partner for some time, 
and had been courted by var- 
ious agencies. It counts 
Chrysler. Bristol Myers- 
Squibb, and Merrill Lynch 
among its big clients. 

Asked what damage the 
feuding with Publicis might 
have done, Mr Mason admit- 
ted this was unclear, but 
claimed much of the furore 
had been concentrated at a 


holding company level, leav- 
ing the actual agencies to 
continue their everyday 
business. “I don't know but 
luckily it was contained at 
the holding company level." 

Bozen's relationship with 
Chrysler, he claimed, was 
“as strong as ever". 

In response to some ana- 
lysts' comments that the ! 
Bozell deal still leaves the 
enlarged agency with a less 
than ideal worldwide net- 
work. Mr Mason said he 
believed there was no neces- 
sity to do another deal, but 
added the enlarged company 
would be in a better position 
lo do one anyway. 

He said True North's abil- 
ity to exit its 26.5 per cent 
cross-holding in Publicis 
Communications, Publicis’ 
operating subsidiary, should 
be unaffected by the tussle. 

Last May's agreement ulti- 
mately allowed True North 
to require Publicis to buy 
out the stoke after 1998. 

Mr Mason added Bozell 
and True North were “more 
confident than ever” that 
they could deliver on the 
earnings enhancement for 
next year promised when 
their merger deal was first 
announced in late-July. 

As for the amount spent 
on lawyers' foes seeing off 
the French challenge, Mr 
Mason declined to estimate 
the figure, but said it had 
been “good value” and "a 
pretty good investment". 


B enny Porat knows it 
Is only a matter of 
time before he will 
serve his last customer, pull 
down the shutters and close 
his small corner grocery 
store. 

Like thousands of other 
local shopkeepers in Israel 
Mr Porat Is under increasing 
pressure from the rapid 
growth of large shopping 
malls and “same store" out- 
lets. where the consumer 
con buy everything under 
one roof. 

In spite of the slowdown in 
the economy, expected to 
grow by Just over 2 per cent 
this year, food retail sales 
show few signs of being hit 
If anything, according to Tal 
Liani. analyst at Zarrnex 
Securities, sales among the 
big retailers are expected to 
grow by an average of 14 per 
cent in the coming years. 
The sector itself is predicted 
to grow by about 4 per cent a 
year. 

“The main reason is that 
unlike in the US or Europe, 
where the organised food 
retail sector accounts for 
about SO per cent and 60 per 
cent respectively, it is only 
about 38 per cent In Israel. 
The rest is taken up by the 
small corner shops.” Mr 
Liani says. The market, 
worth an annual $?.8bn. 
excluding institutional busi- 
ness, has plenty of roam to 
expand. 

The two main companies 
aiming to woo consumers 
away from the local shop tn 
I the shopping malls are Blue 



Oanmajr Spain 


Square, one of the few Israeli 
non-high-tech groups listed 
on Wall Street, and Supersol, 
controlled by the Recan a ti 
family. 

With annual sales of more 
than $1.2bn each, both have 
embarked on an aggressive 
marketing and expansion 
strategy, with each commit- 
ted to investing at least 
5100m a year over the next 
three years. 

Driving the expansion is 
the rise in living standards. 
With per capita Income of 
around 516,900 a year, 
Israelis are demanding more 
choice and service, says 
Shmuel Ben-Elteaer. analyst 
at Solid Financial Markets. 
“The consumers, enjoying a 
rise in income, want to eat 
more and better and provide 
themselves with all the com- 
forts and standards enjoyed 
by people in western, Indus- 
trialised countries.” 

The other influence is 


growing competition from 
abroad since the abolition of 
tariffs with the US and 
Europe. Food imports, for 
example, have increased SL5 
times since 1990 and now 
amount to Slbn, or 10 per 
cent of food consumption. 
Mul tina tionals, such as Dan- 
one of France, Nestlfi of 
Switzerland and Unilever of 
the UK, have also estab- 
lished a presence in the 
country via stakes in Osem 
and Strauss, Israeli food pro- 
ducers. 

Blue Square Is reacting to 
these trends by moving 
away from the small depart- 
ment stores' and “focusing 
on- new and big outlets of 
over 1,200 square metres In 
size”, says Yaakov Gelbard, 
president and chief execu- 
tive officer. It now has 114 
supermarkets and 43 special- 
ity and feshlan department 
stores. 

In a bid to revamp Blue 


Square's non-food retailing 
sector - which accounts for 
24 per cent of total revenues 
and has been hit hard by the 
slowdown in the economy - 
Mr Gelbard has won the 
franchise for Zara, the Span- 
ish women’s retailer. “The 
only way to improve this 
side of the business is to 
offer the customer variety 
and value for money, " says 
Mr Gelbard. “I actually 
believe Zara can increase 
our non-food sales by about 
15-20 per cent a- year." Blue 
Square will also bring Ikea. 
the Swedish home furnish- 
ing retailer, to IsraeL 

Supersol has an edge over 
Blue Square, since almost all 
its sales are from food retail- 
ing, ranieing it less vulnera- 
ble to the economic slow- 
down. But it has had to 
re-focus, giving up an 
attempt to tap into Hungar- 
ian food retailing and spe- 
cialist office supplies. 

Instead, over the past year, 
the company has consoli- 
dated, says David Alphan- 
dary, president Supersol 
bought the 25 stores of 
Sbekem. its competitor, and 
sold loss-making subsid- 
iaries. It is also moving away 
from the inner cities to out- 
of-town shopping malls 
where rent is about $8 a 
square metre, often a quar- 
ter the price for locations in 
cities and towns. 

“We are opening 30 new 
stores in the coming years," 
says Mr Alphandary. The 
company will focus on “one- 
stop stores", adding by 1399 


a further 90,000 square 
metres of retailing to its 
existing 200,000 square 
metres. Supersol is also 
expanding its discount 
stores, which already 
account for 40 per cent of 

sales. And like Blue Square, 
it has modernised its logis- 
tics and distribution net- 
work. cutting back daily 
deliveries from 40 to 16. 

Both companies are target- 
ing Israeli Arabs, who make 
up 20 per cent of the popula- 
tion but have been neglected 
by retailers. 

They are also opening 
stores In the ultra -Orthodox 
districts where, Mr Gelbard 
says, sales are reaching 

Shk20m (85.6m) a month. 

A nalysts believe the 
high level of invest- 
ment and expansion 
at Blue Square and Supersol, 
which together^ control 27 
per cent of the food retailing 

sector, will lead to farther 
consolidation of the Indus- 
try. especially among the 
smaller companies. 

But as Mr Gelbard points 
out, Israel could become too 
small for Blue Square, as the 
large chains gam more mar- 
ket share at the expense of 
the comer store. Blue 
Square has already set its 
sights on Cyprus and has 
helped to finance and oper- 
ate a shopping mall in neigh- 
bouring Jordan. 

Mr Porat gives his grocery 
store three years. 
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COMPANIES AND FINANCE: UK 


US engineers’ spending spree before Emu 


By Pater Ma rah 

The strength of the US 
ecoDotny and 'a desire to 
establish footholds in 
Europe ahead of economic 
and monetary union has 
given US engineering compa- 
nies one of their busiest 
years in acquiring- UK busi- 
nesses. 

According to acco untanc y 
group KPMG, takeovers and 
strategic Investments by US 
companies In engineering- 
related UK businesses in 
1997 totalled some $5.8bn, 
87 per cent up on 1996 and 


more than twice the $23hn 
spent the previous year. ’ 

The ' figures for ‘1997 
include the £L5bn purchase 
of the T&N automotive com- 
ponents group by Federal- 
Mogul of the US annntiwcpri 
during the year, but not 
expected to be finalised until 
early 1998. 

According to Stephen Bar- 
rett, head of mergers and 
acquisitions at KPMG, the 
amount of bid activity is tied 
to the US view that the UK 
offers high-quality, though 
under-valued, engineering 
companies. 


The UK Is also seen as a a 
"springboard into Europe” 
prior to the start of a single 
currency in 1999. 

While many US executives 
express concern that Britain 
has failed to commit itself .to 
joining a currency union, Mr 
Barrett said: "The smart 
money is on Britain getting 
itself together on Emu and 
joining up eventually. The 
UK’s ta rriTnp4s on fhia issue 
is not affecting their [US 
executives’] behaviour on 
acquisitions. ”■ 

The US companies interest 
is not cnnflwpri to the i IK. in 


87 per cent up on 1996 and companies. is not confined to the UK. In 

Advisers enjoy a further 
bumper year of mergers 

By Charts Ctoesser viser to both Energy Group is also room, in the UK mar- 

anrl Pnfllnn^ Vn+ of 1 mo4 Atm* 4ltA cnmollm 1 


the first 11 months of 1997, 
their investments in German 
businesses totalled some 
$1.6bn. twice the 3838m 
spent in the whole of 1996 
and more than four times 
hi ghw t l mn 1995. 

Bid activity by US compa- 
nies in the engineering sec- 
tor in France was similarly 
strong, with the 3868m spent 
on takeovers and related 
investments in the first 11 
months of 1997, well up on 
the $489m spent in 1996. 

The KPMG figures include 
the S1.32bn acquisition 
announced this month by 


Caterpillar of the US, the 
world's biggest co n struction 
equipment company, of the 
Per kins diesel-engine busi- 
ness, part of LucasVarity. 
the Anglo-American automo- 
tive components group. 

Other large purchases of 
engineering businesses In 
the UK by US groups during 
1997 have included the 
$370m takeover of Newman 
Tonks. the architectural 
hardware group, by Inger- 
soH-Rand. 

Thermo Instrument 
Systems, the world's largest 
manufacturer of scientific 


analytical instruments, 
bought Life Sciences Inter- 
national. a laboratory equip- 
ment group, for 3376m, while 
electronics distributor Far- 
neD was bought by Arrow of 
the US for 3300m. 

Recent takeovers by US 
companies of German engi- 
neering businesses have 
been concentrated In the 
vehicle parts sector. 

.They have included the 
3305m purchase of Kautex by 
Textron, while Hayes Wheels 
bought Lemmerz for 3295m 
and Le«r Seating paid jaasm 
for Keiper. 


By Charts Chesser 

Banks had another bumper 
year in 1997 advising on 
£64.1bn worth of UK mergers 
and acquisitions. 

This fell just short of the 
1995 record of £67.7hn, 
according to a survey by 
Aapasitions Monthly, which 
also estimates that the City 
earned £1.3bn in fees from 
UK takeovers in 1997. 

- The biggest deal of the 
year was the‘£9.8bn merger 
of Guinness and Grand Met- 
ropolitan. Lazard Brothers, 
advisers to Guinness, 
scooped top place in the sur- 
vey's league table. 

It advised on 11 takeovers 
worth £19.6bn. It acted for 
Mercury Asset Management, 
which was on the receiving 
end of a £3.1bn bid from Mer- 
rill Lynch. 

hazards was also co-ad- 


viser to both Energy Group 
and Redland. 

SBC Warburg Dillon Read 
came second, having advised 
on deals with a combined 
value of £i8.1hn, including 
Grand Metropolitan. 

Last year's star, Baring 
Brothers, fell to seventh 
place, while NatWest 
dropped out of the top 15 to 
come 17th. 

A total of 1«801 deals were 
completed this year, the 
largest number since 1989. 

The past 12 months have 
also seen a spate of mergers 
within the hanking sector 
itself, as banks compete to 
join the so-called "bulge 
bracket”. 

Banks have felt the need 
to integrate their various 
services and expand geo- 
graphically in order to win 
clients. But yesterday's 
ranking suggests that there 


is also room, in the UK mar- 
ket at least, for the srriaHer 
niche operators. 

Aside from Lazards, Schro- 
ders came in third, and NM 
Rothschild, fifth. 

The table also sees the 
arrival of a new breed of 
advisers. 

Arthur Andersen, the 
accounting firm, rose from 
20th to ltth place. 

This year also saw the US 
hanks more evident than 
ever before on the UK M&A 
scene, although mostly as 
advisers to US companies 
launching bads far UK tar- 
gets. 

Goldman Sachs, which 
advised PacifiCorp on its bid 
for Energy Group, came in 
fourth. Morgan Stanley, 
which co-advlsed Entergy 
Corporation on its hid for 
London Electricity, was 
ranked gnrfh. 


HSBC pays less in Mexico 


By George Graham, 

Banking Editor 

HSBC Holdings has 
completed its purchase of a 
19.9 per cent stake in Grupo 
Financiero SerQn of Mexico, 
but will pay only 3174m, 42 
per cent less than the price 
of 3300m indicated when the 
deal was first announced 
•nine months ago. 

Serfin ran into trouble last 
year with poor quality loans 
at Banca Serfin. its subsid- 
iary and Mexico's third larg- 
est bank, pushing it deep 
into the red. 

HSBC's agreement to take 
a stake in the group was 
conditional on Serfin • 


strengthening its balance 
sheet by offloading bad loans 
an to the government and 
raising $1.3bn in capital 
through asset sales and new 
equity issues. 

HSBC, whose principal 
operating units are Hong- 
kong and Shanghai Banking 
Corp and Hang Seng Bank in 
Hong Kong, and Midland 
Bank in the UK. embarked 
last year on a $2bn expan- 
sion programme in_ Latin 
America. 

Besides the stake in Serfin, 
HSBC took over Banco Bam- 
erindus in Brazil for Slbn 
and paid 3600m far Argen- 
tina's Roberts financial ser- 
vices group, as well as tak- 


ing smaller stakes in Banco 
del Sur of Peru and Banco 
Santiago in Chile. 

But sorting through Ser- 
fin’s books and reshaping its 
balance sheet has taken 
much longer than planned. 

Alfredo Lagos, Serfm’s 
general director, said the 
completion of the group's 
recapitalisation would 
"allow us to leave behind a 
very difficult phase in Ser- 
fin’s development". 

- Serfin has also finalised 
the sale of a 49 per cent 
stake in Seguros Serfin, 
its insurance subsidiary, to 
Tincoln National of the US. 
The sale will raise an fafflai 
385m. 



Chow: wants to increase group revenues by more than 40 per cent over five years 

GKN in $52m acquisition 


By Charts Grosser 

GKN, the defence and 
automotive group, yesterday 
unveiled plans to buy Arm- 
strong Wheel & Rim Manu- 
facturing of the US. 

It is paying £31 .3m (352m) 
now for 95 per cent of Arm- 
strong's equity and said yes- 
terday it would buy the 
remaining 5 per cent within 
12 months on the same price 
basis. 

Armstrong makes wheels 
and hubs for agricultural 
and off-highway vehicles. It 
will be integrated within 
GEN’S AgriTech Division. 
GKN's agri technical and 
automotive products divi- 
sion contributed £2bn of 
sales, same 60 per cent of the 
group total in 1996. Operat- 
ing profits were £X88m. 

Armstrong reported pre- 


tax profits of 33.7m in 1996. 
Net assets at the end of 1997 
are estimated at 311m. 

GKN's new chief execu- 
tive, CK Chow, appointed 
last January , recently set 
himself the target of increas- 
ing group revenues by mare 
than 40 per cent over five 
years. 

The Hong Kong-born exec- 
utive also highlighted the 
need to move GKN away 
from its traditional UK and 
European markets by 


expanding in North and 
South America and east 
Asia. Sales growth of wheels 
and axles for tractors and 
excavators should exceed 10 
per cent a year, he added. 

The company also plans to 
expand its components divi- 
sion for both the automotive 
and the aerospace industries. 

Over the past year, GKN’s 
shares have outperformed 
the market by 6.5 per cent 
They closed up 25p yester- 
day at £12.75. 


NEWS DIGEST 


Willis completes 
French purchase 

Willis Corroon. the insurance broker, has completed the 
purchase of a one-third stake in Gras Savoye. France's 
largest independent insurance broker and the world’s 
ninth largest. The UK group Is buying 31.72 per cent of 
the capital and 33.36 per cent of the votes. 

Most of the consideration is being met by a «ish pay- 
ment of FFT453m ($76m). But Willis is also receiving some 
shares and a small cash payment from Gras Savoye as it 
is combining its own French operation into the group. 

Willis intends to buy the rest or the company, which is 
held by French private and institutional investors. But 
the process could take up to 14 years because it is linked 
to put and call options. Christopher Brown -Humes 

Fee for Luton airport bidders 

Bidders for a lease to operate London Luton airport will 
have to pay a licence fee in addition to funding its £170m 
development plan. John Kingsford, marketing director, 
said the size of the fee was part of negotiations between 
Luton borough council, the airport's current owner, and 
would-be concessionaires. 

Among those believed to be interested are TB1 and 
National Express from the UK: Aer Riant a. the Irish 
airport group; and two airport operators from continental 
Europe. The concession is expected to run for 30 years, 
after which the assets will return to council ownership. In 
1996-97, the airport handled 2.6m passengers. The capital 
injection is expected to fund expansion that will enable it 
to handle more than 8m a year. Charts Grosser 

Reuters buys stake in Marvin 

Reuters, the media and information group, has bought a 
controlling interest in Marvin, a small French software 
development group, which is a leading supplier of soft- 
ware far use with to Reuters' 3000 series of financial 
products. The price was not disclosed but is thought to be 
less than £10m for the 67 per cent stake. The UK group 
has an option to buy the remaining shares in 2001. 

Vote ‘soon’ on Brazit board 

Shareholders in Brazilian Smaller Companies Investment 
Trust will soon get the opportunity to vote on whether 
they want to back or sack the board. 

The trust’s board announced yesterday that it would be 
bolding an extraordinary meeting "as soon as reasonably 
practicable”. 

Readicut carpets disposal 

Readicut International has completed the disposal of 
European Carpets far £30m cash to Interface Group of the 
US. Although £!0m of the total consideration was to have 
been deferred to December 1998, Interface has paid £8. 75m 
of it early. 

Brunner Mond buy cleared 

Brunner Mond's proposed purchase of the soda ash busi- 
ness of Akzo Nobel, the Dutch chemicals and textiles 
group, will not be referred to the Monopolies and Mergers 
Commission. 
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pnynienf 

dmdend 

yoar 

year 


, 6 mttn to Aug 31 

0J549 (0.468 ) 

0.038L (0.014 ) 

MMbatat^o 

2.78L (1.03 ) 
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investment Trusts 


*WW 

. Eamtagsffin} 

EPS (p) 

payment (p) 

payment 

dividend 

year 

year 

Eataprtn VCT 

Win Oct 31 

94.1 (- ) 

0-538 (- ) 

292 (-) 

2.16 

Jan 29 

- 

2.16 

- 


Earnings shown bade. DMdsnds shown net figures In brackets are for oorraBpondnB period- 
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INCREASE IN SHARE 
CAPITAL FOLLOWING 
EXERCISE OF WARRANTS 

Credito Italian© lets it be known that as a result erf 
the exercise of the “Credito Itaiiano Ordinary 
Share Warrants 1994/97”, as from 31 December 
1997 ibe share capital amounts to Lire 
1,439,955,693,500 split into 2,879,911,387 shares 
of par value Lire 500 each, of which 
2,858^04,835 ordinary shares and 21,706,552 
savings shares. 


To Advertise 
Y o ti r L c ” a I Noli c e s 

Plea s e c <> n tact 
M e I a n i e VI i 1 c s on 
Tel: -44 0171 S 7 3 3349 

Fax: + 4 4 0171 8 7 3 3 0 04 


IRISH PERMANENT 
BUILDING SOCIETY 
$%% Bonds 2004 

Notice is hereby given that the 
semi-annual dividend on the Irish 
Permanent Building Society's 
S',V7 Bonds 2004 is payable on 
15th January 1998. The record 
date for this purpose (as defined 
in Article 4 of the Teams and 
Condition!! of the Bonds) is 1st 
January I99S. The Bonds will go 
cx -dividend on 2 January 1998 
and payments will be posted on 
14th January 1998. Payments 
will be effected ihroogh Bank of 
Ireland. Rcgstraoon De p artme n t, 
4th Floor, Hume House. 
Balls bridge. Dublin 4. who are 
Registrar for the issue. 

Flafi O'SaHnw 
Skih«) 


DEN DANSKE BANK 
US$100,000,000 
Subordinated Boating rale 
notes due 2000 

Owed iymrf non* oT 

e wea W taw ni w Wf i h ia t Ag) 

In accordance with the 
proKsiom of the nous, notice 
is hereby given that for the six 
mwlhs interest period front 
31 December 1997 to 30 Jhne 
1998 the notes utiB cany an 
inlavst rate otSX p er annum. 
The interest payable oa the 
rekoant interest payment 
date, 30Jm e 199 8 toifl 
amount to USS30I.67 per 
USS10.000 note and 
USS7JS41.S7 per US335Q.QQQ 
ante. 

Agent: Morgan Guaranty 
Trust Company 

JPMoigan 


CONSOLIDATED 
SEMI-ANNUAL REPORT 


Statement of 
Income 

(tar too period ApriM. 1M7 
toSeoHcnherao, 1B97] 
la IMnra ot Yen 

Net sales 



1 H74.R57 

Income before income taxes and minority 



9^547 

Net ftcome per share .. 

2.97 Gn Yen) 



Balance Sheet 


(Septomber 30, TS97)in MKoneof Yen 

Assets Liabilities and Shareholders’ Equity 

Casfi/bnd cash equivalents 

Notefe and accounts receivable. 

636,279 

Short-term borrowings and current portion of 

...1,216,421 

Notss'and accounts payabte.trade 

.1,035551 


...1.153,099 


.1,006,620 


384,427 


„1J273,914 




67.418 

Otherassets 

962.177 

Shareholders' equity 

,.1240,191 

Total assets 

-5,767,801 

Total nafamfam and 
ahaiahotelara* equity 

.5,767^801 


In Touch with 'Ibmorrow 

TOSHIBA 


NOTICE TO BENEHCIAR1ES OF GUARANTEES ISSUED 
BY CRBHT SUISSE FIRST BOSTON. INC. AND 
CREDIT SUISSE GROUP 


TheffjwWBWgwentiy Cadi Son Fin: Baton, km (tamety named CS Fwa 
Boston, toe J md Cnd2 Susie Group (formerly named CS Holding) of the 
aMgeare si Cmdr Sana Rig Batten (Hcmg Kang) Semite Lented (tamerfr 
Dated CS Fee Boston (Hbng Kaog) SecnOes Lnrimf) on 9 Oocnmto, 1994 and 
V7 Dacantne. 1998. iapee!uefe t* cease to have effect m ratoon to aHtpaons 
ef Swtt Seam FoK Busan (Hong Kcng) Secirties Landed araug uher 3 
f aa w aiy. 1998. The yi-s-me t sf Cacd£ Stesse fin: Beaton, me. and Credit 
Suese Gnp ■> *m b mi gm ol Dear Susse Fes Boston (Hang Kang) 
SecaMteUnaadmttSnfrtf esaraad on or before fhtoflutotiaitnmai w dhcaed. 
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Suisse Hrat Boston. Inc. 
Sutose Group 


GROUP 


| FIRST 
| BOSTON 


The Randfontein Estates 
Gold Mining Company 
Witwatersrand, Limited 

■ Incorporated in ibe 
Kepobtk of South Africa) 
ifesntraiioa number QD002SJ/06) 


ANN UAL GE NERAL 
MEETING 


The annual general meeting of die 
in embers of The Randfontein 
Estate? Cold Mining Company, 
Wirvrai mnmd. Limited wOl be 
held in the Boardroom, 121 
ConsoGdaied Building, Fox and 
Harrison Streets, Johannesburg on 
Frida). 23 January 1938 at 10h50. 

Holden or share warrants to 
bearer may obtain copies of the 
annual report From die London 
Srrrciariet. JO (London) 
Limited. 6 Si James's Place. 
London SWJA 1NP. 

JGT (London) Limited 
London Secretaries 
31 December 1997 


DIVIDEND NOTICE 
TO THE HOLDERS OF 
EUROPEAN DEPOSITARY RECEIPTS FOR 
COMMON STOCK OF TOSHIBA CORPORATION 
(FORMERLY TOKYO SHIB AURA ELECTRIC COMPANY) 
DESIGNATED COUPON NO. 108 
(ACTION REQUIRED ON OR PRIOR TO APRIL 30, 1998)** 

The Chase Manhattan Bank (Rame Uy known as Chemical Bank), as DeposiUiy (The 'Depositary') under the 
Deposit Agreement dated as of February lEdi 1370 among Tokyo Shihaura Electric Company limited (the 
‘Company*), the Depositary and the bottom of European Depositary Receipts (the *Becelpt8^iaBnedthemuii- 
dcr In respect o f abates of Common Stock P«r mine SO Yen per share, of the Company (the "Common Stock"). 
HEREBY COTES NOTICE of a dhrtdend of 6 Ten per share of Common Slock. • 

The Dividend on the shares of Common Stock on record of Deposit with the Custodian under snch Deposit 
A jpmneitt . lem a portico thereof withheld hy the Company oo eerramt of Ja p a ne s e taxes, has been received by 
the Cnstoritan as agent for die Depositary, and, pursuant to the pnoviskra of such Deposit Agreement, has been 
co n verted Into Itatod States DoBera at the rate of 13028886 Yen per United States Dollar. 

The Depositary has been advised by the Company that Japan is a party to intonadonaJ agreements with 
A us t rali a. Ban g tartrs fa. Belgium, Bulgaria. Canada, CIS, Chechoslovakia. Den ma rk, Finland, France, The Federal 
RepuhEc of Germany, HaBrnd, India, fadmwdn, Italy, Uaemboug Malaya, New Zealand, Norway, Singap ore , 
Spain, Sweden, Switzerland, the United Ar&b Rcputotlc. the United Kingdom and the UnUed States of America 
under which cer^n persona are endded to 15% far withholdin g rate oo tfr v fcfeDds such as (he dividend in goes- 
tire The petsms so entitled fan-fade nf wrrh countries mi companies organised thereunder wiring 

certain coodUans relating to the carrying on of trade or bostness In Japan. Persons not so entitled to a 15% tax 
wfthhokang wU be paid a dividend on which a 20K tax withholding rate has been applied. - 
To determine nn«iin to the i — •* tax withholding rate of 19K it is ne c e ss ary that the mnr ««MW of Coupon 
No. 108 be accompanied by a property completed and allied rwtHlrle (c o pica of the form which are obtain- 
abie at the office of the Depookaiy in London or any Depooftaiy’a Agent) as to the residency and trade or betsi- 
nesaacttritlata Japan (If applicable) of Ibe holder of Coupon No. 108. Such certificates may be forwarded by 
the Depositary to the C ompany opoo its request. 

Payment in United Stales DoHais of the amount of the dividend payable will be made at the office of the 
Depoattny In London or at the office of aqy Depositary's Agent fisted bebnv upon srmender of Coupon No. 106. 

DEPOSITARY’S AGENTS 


fSi—i I lmlMlw ftmfc AO 

The Bank, of ToIqo Umited 
The Bank of Tokyo Limited 
The Bank ofTokyo limited 
The Bank of Tokyo limited 
Mees Pierson 

Banca Naskwale del Losero 
Banca. Naakaade del Lavoro 
KrcrBetfaank 8. A. Las«rihnnigrofoc 
The following table sets forth the amounts payable 
oenom maiko og ot nceqHft. 

Coupon No. 108 Detached 
JtamHeceflpCBhi ft* 

Denomination oC 
1 Depositary Share 
10 Depositary Shares 
30 Deportmy Shares 
50 Depositary Shares 
100 Depositazy Shares 


Frankfort, Germany 
l/iniWi England 
Paris, France 


Frankfort, Germany 
Amsterdam, The Netherlands 
Some, Italy 
mh™ Italy 
Luxe m bourg 

i presentation of Coupon No. 108 &cm the various 


Dividend Payable 

(less lBKJspanese 

withholding tax) 

SL63 

81631 

832.62 

*8 1-54 
*163.09 


Dividend Payable 

(less 20fc Japanese 

withholding tax) 

SL53 

816l35 

830.70 

*75.75 

8163.49 


Payment in United States DaBns in respect of Coupon No. 106 win be made by United States Dollar check 
drawn on, oc trans fe r to a United States Dollar account maintained by ilw p^yee with a hank in New York City. 
Date: December 31, 1097 The Chase Manhattan Bank, as Depositary. 

125 London Wall, London ECZT 5AJ 

* September 30, 1997 been established as the reconl date for the HbIwm Im Wiw cf the slodthoMera of the 
Comparer entitled to snch tfividaad. All receipts tamed in respect of Common Sroek not entitled to share in such 
(flvktend wiB be without Coqpaa No. IDG attached. 

■*’ Certain holders of Receipts may be e m it te d upon the fuiQment of certain ccndlttons to reductions in the 
withholding tar rate applicable to them. The Depositary wfEL if in its dtscrerioo not andnty bardenscane end 
Qpon payment af oil expenses Incurred far mi whI m ikw«iWi [ take such aetkm as h. kpmi w p im ’if Mi Miw *" the 
cbcumstssiees to assist snch holders tar asafflng themselves of such redactions. 

Became of Japanese rax requiremsira applicable is the Company , the Custodian has been asked to remit to the 
Co mp any, shortly after 30 April 1998 the excess received by the CiwmtBan over 80% of the dividend payable 
and allocable to ens ur rentle re d Cotyoo No. 108. 

As' a result, persons surrendering Coupon No. 108 after such date will be entitled to receive from the 
De p o sita ry or any Depositary's Agent a dividend on which a Stflt tax wiihhnlrtiii g rate has been applied arvl, if 
entitled to a 16% tax wlthbofaflng, will be required (in order to realise such entitlement) to make application to 
the for an additional SK. ft** application may, consistently with the foregoing paragraph, be made 

t hr ough the Depositary. 


O 

The Chase Manhattan Bank, As Depositary 
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INTERNATIONAL CAPITAL MARKETS 


Treasuries hit by surge in confidence 


GOVERNMENT BONDS 


By John La bate in New York 
and Vincent Boland 
in London 

Reports of a surge in 
consumer confidence in 
December sent prices of US 
TREASURIES sharply lower 
in early trading yesterday, 
dragging European bond 
markets down to close with 
heavy losses, exaggerated by 
thin holiday trading vol- 
umes. 

The report which showed 
that US consumers have 
more confidence In the econ- 
omy than at any tune for 30 
years, caught investors and 
analysts by surprise, with 
most forecasts bating pre- 
dicted a slight Tall in the 
December figure from the 
Conference Board. 

The US long bond yield, 
which has remained below 
the 6 per cent level for the 
past few weeks, headed 


higher as morning prices 
sank. By midday the 30-year 
Treasury bond had fallen & 
to 1Q2&, sending the yield up 
to 5.975 per cent 
The io-year note was down 
Hi at 1024 yielding 5.807 per 
cent, while the two-year note 
feu & to yielding 5.738 
per cent The Federal Funds 
rate was at 5-56 per cent 
The Conference Board 
report showed the consumer 
confidence index for Decem- 
ber shot up more than 6 
points from November, to 
134.5. 

“While both components 
of the Index posted sharp 
piiw thifl month, the signifi- 
cant pick-up in consumers' 
short-term outlook contrib- 
uted most to the overall 
Jump,” the board said. 

The so-called "Present sit- 
uation" index reached 161.7 
in December, Its highest 
reading since 1969. 

The strength in consumer 
sentiment, along with a con- 


tinued easing of concern 
about South Korean mar- 
kets, sent a wave of selling 
through Treasuries. 

"People were caught nap- 
ping a bit,” said Tom O'Con- 
nell, senior government 
trader at First Chicago Capi- 
tal Markets. “There wasn't 
much news today, but con- 
sumer confidence was up so 
much that people couldn't 
ignore it” 

Today the market faces 
new figures cm mid-western 
industrial activity, followed 
by the national purchasing 
managers’ report to be 
released on Friday. 

The Conference Board 
report knocked the stuffing 
out of European markets, 
which were led downward 
by sharp f alls in Germany 
and the UK. Trading volume 
in the futures markets was 
lighter than normal but 
higher than Monday’s. 

Phyllis Reed, international 
bond strategist at Barclays 


Capital Group, said year-end 
factors, high bond prices and 
the recovery on equity mar- 
kets following the Korean 
agreement meant bonds 
“were vulnerable to a techni- 
cal setback”. 

The setback was seen as 
no more than temporary, 
with the general back-drop 
remaining favourable. But 
some analysts said the Aslan 
crisis would continue to 
boost bonds, especially as 
data from Japan suggested a 
severe economic slowdown. 

“There’s been a little bit of 
weakness [in bonds] on the 
back of the Korean agree- 
ment but I don't believe any- 
one feels this is the end of 
the story,” said Stephen 
Hannah at EBJ International. 
“A weak Japan doesn't help 
South Korea and the others, 
and vice versa." 

GERMAN BUNDS ended 
their last trading day of the 
year nursing some of the big- 
gest losses for some time. 


The March future settled 
0.88 lower in London trading 
at 104,00 in sharply higher 
turnover of 75,000 contracts. 
The fall was less dramatic in 
Frankfurt,-' which closed 
early for the New Year holi- 
day and will reopen an Fri- 
day. 

Comments from Hans Tiet- 
meyer, Bundesbank presi- 
dent, suggesting a less hawk- 
ish tone on German Interest 
rates, did not register, with 
traders saying the view had 
already been priced into 
bunds. 

UK GILTS fell more than 
one toll point, but the move- 
ment was exaggerated by 
light trading volume, with 
just 224500 contracts traded 
on Liffe. The March gilt 
future settled l& lower at 
120£, although it had been 
lower earlier. But gilts still 
managed to outperform 
bunds, with the 10-year 
spread narrowing to 101 
basis points. 


Eddie George, Bank of 
England governor, said ear- 
lier that the UK economy 
was set to slow in 1998,. pro- 
viding a positive background 
for bouds.' “Gilts will do well 
[in 1998] but toe threat of 
another interest rate rise has 
to be removed," -said Mr 
Hannah, who added toatihe 
10-year gilt/bund- spread 
could contract by up to 50 
basis points next year. 

Other markets 'also posted 
big lasses but' .managed, to 
keep them to less than a toll 
percentage point and outper- 
forming bunds. 

FRENCH BONDS fell vic- 
tim to profit- taking after toe 
recent strong rally, with the . 
March future settling in. 
Paris 0.72 lower at 100.78 on 
turnover of 68,000 contracts. 

ITALIAN BTPs were also 
lower, with the March BTP 
future settling in London at 
115.43. down 0.92. The spread 
over 10-year bunds con- 
tracted to 30 basis points. 


German exchanges 
toast a record year 


By Samer bkandar 

in London and 

Andrew Fisher in Frankfurt 

Deutsche TerminbOrse, the 
German derivatives 
exchange, traded a record 
112m contracts in 1997, up 
44.9 per cent from 1996, 
according to preliminary 
data released yesterday. 

Futures contracts on Ger- 
man ID- year bonds saw the 
sharpest rise, with volumes 
almost doubling to 3l.3m 
contracts, from 16.5m. 

The DTB said it expected 
its market share in bund 
futures trading to reach 49 
per cent this month, almost 
matching the amounts 
traded on the London inter- 
national Financial Futures 
and Options Exchange. 


Futures on five-year bonds 
(Bobl> and two-year notes 
(Schatz) were also actively 
traded. Activity' In the Bobl 
futures was up 33 per cent at 
24.3m contracts. 

Options on the DAX stock 
market index remained the 
most actively traded prod- 
uct. with 31.4m lots chang- 
ing hands, up 20 per cent 
In the cash market, turn- 
over in German shares 
reached a high of DM3.717bn, 
up 52.3 per cent, on the back 
of a stock market rally that 
saw the DAX index rise 47.1 
per cent to 4,249.69. 

The rise in the DAX. 
which reached a peak of 
4.438.93 points in July, fol- 
lowed a 29 per cent increase 
in 1996. The surge in share 
prices has been fuelled by 


higher exports as a result of 
the weaker D-Mark, low 
interest rates "rH mnHinwH 
corporate restructuring. 

Overall trading volumes 
on the German exchanges, 
however, fell slightly. Total 
turnover was DMS.970bn. 
down from DMB, 998.71 last 
year, due to a slowdown in 
trading of cash bonds. 

Several European markets 
have seen a decline in activ- 
ity in recent years as bond 
yields converged in the 
run-up to European eco- 
nomic and monetary union. 
French government bonds, 
for example, have tracked 
German bunds so closely in 
the past two years that 
opportunities to profit from 
switching between the two 
markets have dried up. 


CAPITAL MARKETS NEWS DIGEST 


Two gilt auctions 
in next quarter 

The Bank of England is planning to hold two auctions of 
gilt-edged stock in toe fourth quarter <jf the 1997-98 finan- 
cial year, winch ends on March 31.' A now long gilt, 
maturing in December 2028, will be auctioned on January 
28. On March 25, a new tranche of the existing 74® per 
oent-gQt maturing in 2007 will be launched. 

The Htn ri m ifrc to be auctioned and the terms of the auc- 
tions win be announced on January 20 for the long gilt 
auction and on March 17 for the 2007 stock. 

Both issues wm be strippable. The gilt stripping facility, 
introduced this month, allows traders to separate 
the individual components of a bond (coupon payments 
and principal repayment) and trade - them as distinct secu- 
rities. 

All strippable gilts mature on June 7 or December 7 and 
pay their half-yearly coupons on these dates. This makes 
all coupon strips interchangeable, regardless of toe gilt 
issue they were stripped from initially. To guarantee 
liquidity, however, the new 2028 gilts will only become 
strippable when toe n ominal amount issued reaches £5bn. 

Samer Iskandar 

■ OLDEST EXCHANGE TO MERGE 



A Frankfurt bourse trader celebrates a year in which the DAX index has climbed 47% 


Antwerp bourse doses 

The Belgian bourse of Antwerp, the world's oldest finan- 
cial exchange, closed yesterday, ending five centuries of 
trade. On Friday toe Antwerp exchange, where the word 
“bourse” originated, will merge with the Brussels bourse. 
“Antwerp has had its day, we could no longer have two 
bourses in Belgium,” Marc Corluy, its chairman 
With a last bout of trade and a glass of champagne, Ant- 
werp's brokers bid farewell to toe bourse that served as a 
model for toe Amsterdam London exchanges which 
eventually outgrew it by far: 

The Antwerp exchange was built in 1531 and was the 
first public building used exclusively for financial and 
commodity trading. Letters of exchange and other finan- 
cial contracts had been traded in other European cities 
before 1531; on bridges, in taverns and on the stairs of 
churches. But the Antwerp exchange, a large square with 
a courtyard surrounded by covered walkways, was the 
first building designed solely for toe purpose of trade. 

It was called the “bourse” after an inn run by the fam- 
ily Van der Beuzze in toe Belgian town of Bruges, where 
15th century merchants met to conduct financ ial affairs. 

In the late 16th century, the London Stock Exchange 
building was patterned on toe A nt werp original, as was 
toe Amsterdam bourse, which was built in 161L Unlike 
the initial London Amsterdam exchange buildings, 
which have long since disappeared, Antwerp's original 
bourse still stands, nitvimigh share trading hug moved to 
modem nfflmi nearby. 

Rank Anhy p was the sole share of note still listed on 
the Antwerp bourse. Trade in Anhyp stock will move to 
the Brussels bourse on Friday. Reuters, Brussels 


WORLD BOND PRICES 


BENCHMARK GOVERNMENT BONDS BOND FUTURES AND OPTIONS 


Red an Bte DavchgWkcng uontn Year 

D+c 30 Carp Gt*JSon pnco Yukj ywHO y*dd cnn yld chg ytd 


AustraBa 

IJASQ 

7 KOI 03 5559 

5J2 

*003 

-006 

*0.15 

-051 


lavr 

10 DM 129 5200 

633 

-0.05 

-003 

-005 

-144 

Austria 

C9D9 

7.0C3 10437400 

4J6 

♦0.02 

_ 

-0.10 

*058 


0727 

5.625 1010500 

5.43 

♦0.10 

*0.13 

-0.10 

-028 

Betghim 

01.00 

4.0C0 99.1400 

4.44 

•0.19 

*0.17 

*020 

*124 


22-37 

63SO 1055200 

5.47 

-0.12 

♦0.13 

-0.13 

-029 

Canada* 

C9I99 

4.75-3 93 2 700 

52C 

-001 

*001 

*0.73 

+125 


C4'37 

7.252 1112000 

5.68 

-003 

-005 

-0.08 

-059 

Denmark 

12 33 

5 333 102.6903 

452 

♦008 

*008 

-0.19 

*051 


11 07 

7.C33 1C9.33C0 


*005 

*0.09 

-057 

-055 

Finland 

0139 

li 003 1063330 

4.06 

-0.05 

-0.03 

-0.18 

*022 


OiCo 

72£0 112.127Q 

5.39 

-0.05 

*0 05 

-024 

-053 

France 

31-02 

4.0C0 33.4800 

427 

•008 

•Oil 

-005 

♦052 


1C 2: 

6 750 1 03 6700 

5J5 

-0.09 

-0.12 

-0.14 

-0.08 


ic 

SSCO 121 0100 

536 

•a 10 

*0.13 

-009 

-028 


10.25 

6 033 1912100 

5.91 

*0.08 

*011 

-0.10 

-080 

Cemuny 


4 CSC 99.31C0 

4 11 

•O.DS 

♦006 

-0.08 

•0.B8 


71-34 

7 5C2 113.1700 

5.17 

-0.11 

*0 13 

-o.oe 

-023 


U4 J* 

6.CCC 1C4SE00 

ls: 

♦0.11 

*0.13 

-008 

-040 


;■ 37 

€ *:-y 137 3700 

596 

*0.11 

*0.13 

-008 

-0.70 

Iraland 

•:j 33 

t-253 9250 

4 96 

*008 

*0 02 

-025 

-151 



■5 033 -lecico 

554 

-0 09 

*0.07 

-a 20 

-1.15 

Italy 

n :: 

C 2C0 177.5330 

4 E5 

-Oil 

-0.10 

-005 

-152 


:u-32 

0253 1«2530 

5.15 

*0.11 

•0.12 

-008 

-156 



d'5-j ‘09 3500 

560 

Mid 

-ai3 

-027 

-1.99 


n 2€ 

7253 ‘16.12W 

906 

*008 

*0.10 

-003 

-2JN 

Japan 

20 

6.40: 112J51CO 

067 

•a. oi 

♦005 

*027 

-0.12 


"2 Z2 

4 632 1 ’£ 7600 

120 

*001 

♦0.C4 

*002 

-086 


2325 

3CX in.TBCO 

1 75 

•001 

^302 

-007 

-056 


c-?-i- 

:rc.3 es:o 

255 

•OjOT 

*001 

-0.11 

-05* 

■ I— It, e.laikrle 

■ ■Will VI IIJIUI 

11.33 

7‘33-DC 7263 

424 

•C05 

*003 

-004 

*058 


22 3.* 

5 '» i3J '633 

510 

-oca 

-010 

-aio 

-037 

New Zeeland 

lV kZ 

ei-:-: 37^393 

762 

-001 

-014 

•0.72 

*056 


•■•■'A 

9 CC3 1C5 4387 

7 CC 

-004 

-0 04 

*000 

-025 

Norway 

:• 93 

3C2C IC4 6J30 

4 45 
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Franca 

■ NOTIONAL FRENCH BOND FUTURES (MATIF) FFrSQQ.000 



Open 

Soepkw Change 

HI01 

Low 

EsL vol. Open InL 

Mar 

10148 

100.76 

-0.72 

10158 

100.78 

83,000 

130537 

Jun 

10058 

100.10 

-050 

10056 

10028 

1502 

125 

Sep 

100.62 

99.89 

-050 

100.62 

100.62 
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■ LONQ TEHM FRENCH BONO OPTIONS (MATIF) 


StrBie 

Price 

Jan 

- CALLS - 
Feb 

Mar 

Jan 

- PUTS - 
Feb 

Mar 

87 

3.78 

354 

354 

0.01 

058 

028 

88 

250 

2.92 

258 

003 

0.15 

0.49 

M 

1.06 

2.05 
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0.08 
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1.33 
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123 
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0.63 

051 

1.78 


Eat wt toM. Cafes TSSn Pit$ 11515 Anns day'i opart nt. Call E2277 Pub 8S528 . 

Germany 


a NOTIONAL OERMAN BUND FUTURES (UFFE)~ DM250,000 I Oaths pi 100% 



Open 

Sett price Change 

High 

Low 

EsL vol Open Int 

Mar 

104.86 

104.00 4X88 

104.69 

103,94 

78002 

235393 

Jun 

10350 

10041 4)58 

10350 
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78 

1144 
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Mar 
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Open Sen price Change High Low EsL vol Opm mt 
Mar 104.39 104.11 -022 ICM.-u 104.10 25.950 2085M 


a NOTIONAL QBRMAN BOBL FUTURES (UFFET DM250.000 1Q0th»qM0Q% 
Open Seapnce Change High Low Eat vol Open hL 

Mar 104.33 103.BS -0.44 104.34 103 95 1.712 30969 

Jun 103.37 -0.44 .... 

Italy 

■ NOTIONAL ITALIAN GOVT. BOM) (BTP) FUTURES 
(UFFET Ura 2C0m lOOtha oi 100% 
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Spain 

■ NOTIONAL SPANISH BONO FUTURES IMEFfl 

Open Sec plica Change High Low Eat vol Open M. 

Mar 10655 10538 -0 94 10625 10525 55.334 89.902 

UK 

B NOTIONAL UK POT FUTURES (UFFET CSO.OOO 32rd5 0» 100% 

Open Sell price Change High Lew EsL vol Open bit. 

Mar 121-29 120-26 -1-06 121-29 120-22 23526 179311 

Jun - 105-04 -14)6 - 0 1098 

a LONQ Q8-T FUTURES OPTIONS 1UFFQ e50.000 84th9 at 1009b 

Some CALLS PUTS 

Price Feb Mar Apr Jun Feb Mar Apr Jun 

12D 1-26 1-16 0 0 0-38 0-58 14-56 14-50 

121 0-50 1-14 0 0 0-63 1-26 15-56 15-56 

122 0-25 0-48 0 0 1-37 1-6G 16-56 16-56 

£aL urt. tatil Ca 1BH Puts 1X1 Piewoui del ccan Cana 44TC3 Pja 17735 

Ecu 

■ CCU BONO FUTURES 1MATIF) ECU 130,000 

Open SeOprce Change Kyn Low EsL vol. Open mt. 

Mar 100C8 10002 -Ore 100.70 ICO 02 145 5,996 

US 

B US TREASURY BONP FUTURES tCST- Si CO. OOP rntft or icc°> 

Open Latest Chtmgij l+gh Low Eat Open mt 

Mar 120-16 120-08 -G-09 120-17 120-04 81.413 633.104 

Jun 129-03 119-31 - 120-04 119-27 321 31.414 

S«P - 120-01 SOS 5.146 

Japan 

■ NOTIONAL LONQ TERM JAPANESE OOVT. BOND FUTURES 

I LIFTS VlQOm looms 100^ 

Open Close Change High Low Ew wd Open mt 

Mar 129.30 . 129.20 129.80 180 nto 

■ LUTE luljflM ahg baled on APT AS Open mo: ryji a* 1* pmnoia flj» 
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7-25 
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+045 
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A* 
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A- 
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6.0* 

- 
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B 
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0.00 

_ 

_ 

_ 
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0.00 

_ 

_ 

* 
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B- 
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- 

- 
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A 
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551 

*059 

-020 

*018 

Wall DMney 

0fl4X) 

8.625 

A 

1074400 

551 

*0.09 

-015 

*0.48 

BBFFW 

03/01 

U2S 

AAA 

100+2682 

4.75 

*0.11 

-OIB 

-055 

■ EURO C 









B9 

12/07 
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I UK BONDS 1 

FTSE Actuaries Govt. Securities 

Pnce Indteea Tue Day's Mon Accrued 

UKGUb Dec 30 change K Dec 29 nterete 

xd a4 
yld 

UK Indices 

— Low coupon yield — • Medton coupon yield ■ — High coupon yMd- 
Dec 3D Dec 29 Y7. ago Dec 30 Dec 29 Yr. ago Dec X Dec 29 Yr. ago 


1 Up to 5 yeas (18) 

119.87 

-0.19 

12050 

258 

1059 

6y« 

8.50 

858 

755 

059 

8.47 

751 

8.63 

652 

738 

2 5-19 years (21) 

158.88 

-0.78 

159 94 

258 

1159 

15 yra 

653 

650 

7.64 

653 

651 

7.62 

6.43 

851 

756 

3 Over 15 yeara (4) 

191 62 

-1.14 

19352 

1.85 

14.12 

20 yrs 

653 

850 

7.70 

6.31 

650 

7.65 

642 

6.31 

7.58 

A Imdeemabies (4) 

234.63 

-1.71 

238.77 

2.14 

14.74 

toed-t 
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7.74 







5 Afl stocks (48) 

151.53 

-0.66 

152.53 
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11.88 
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Dec 30 Des 29 Yr. ago 

Dec 30 Dec 29 Yr. ago 



6 

lip to 5 yean (21 

21253 

-053 

213.01 

1.92 
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Up to 5 yn 

3.03 

3.01 

3.17 

259 

257 

249 

7 

Over 5 years (lO) 

218.18 

-0.18 

218.52 

1.68 

5.76 

Over 5 yn 

3.01 
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251 

2.79 

3.33 
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All stocks (12) 
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-0.15 
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154 

5.78 
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FT Fixed Interest Indices 

Dec30 Dec 29 Dee 24 Pw: 23 Dec Z2 Vrago Mtfi' Law Dae 30 Dec 29 Deo 24 Dec 23 Dec 22 Yrago Uglr LdV 
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O FT5E Inte m wcn b Ud 1997. M ngns raaenmd. - to 1997. aoverstml SnitW toon n— canertsaan: 12740 (Danmas). law 49.10 icwm/ra. Ftted hteost high ires 
ccmponoh- 135 50 OOnzflTl. low SO S3 101451 <7S) Basis 100: Ooswrtmsnt Secvrte* 1571028 ml Rad hi— 1 19S& SE BCIMl men rab— 1974 
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CURRENCIES AND MONEY 

Calmer trading sends sterling lower 


MARKETS REPORT 


By Richard Adams 

Calmer trading conditions in 
Asia reduced the need for 
“safe havens" on the foreign 
exchange markets, clipping 
nearly two cents off sterling 
against the doDar yesterday. 

The pound fell off its 
recent highs against the dol- 
lar and the D-Mark, on the 
back of profit-taking and 
comments by Eddie George, 
the Bank of England gover- 
nor. that hinted at a redac- 
tion in the chances of fur- 
ther operational rate rises in 
the UK. 

Sterling opened at Si £665 
and broke through support 
levels at SI .6600 in early 
trading, to close at $1.6566. 
On Monday it had closed at 
$1.6746. 

The yen initially strength- 
ened in the quiet trading in 
Europe, only to see its gains 
evaporate in New York deal- 
ing rooms as end of year 
book-squaring caused a drift 


POUND SPOT FORWARD AGAINST THE POUND 


to the US currency. 

The yen closed in London 
at Y129.74, but weakened 
above the Y130 level in later 
trading. Against the pound it 
had strengthened to Y214.92, 
after closing in London on 
Monday at Y217.57. 

The technical moves 
prompted falls in a number 
of Asian currencies — partic- 
ularly the Indonesian 
rupiah, which fell by over 4 
per cent against the dollar. 
The rupiah rested at ftp5570, 
a fall of Rp220 on its last 
trading day of the year. 

The South Korean won’s 
also suffered, dropping 200 
won to end at 1635 against 
the dollar yesterday. 

■ The Italian lira strength- 
ened yesterday against its 
European Union partner cur- 

■ P ranvrt In «ev* Yixfc 
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rencies, after explicit com- 
ments by Karel Van Miert. 
the EV commissioner, about 
membership of the single 
currency. 

Mr Van Miert said: “I 
think It is now clear that 
there will be 11 countries. ..I 
must admit that also coun- 
tries such as Italy have 
made a tremendous effort, 
which must be continued,” 
he said. 

The lira closed in Europe 
at LBB1.9 against the D-Mark. 
Its previous close was L98ZX. 

■ Sterling’s trade-weighted 
index is expected to fall by 
about 9 per cent from its cur- 
rent level by the fourth quar- 
ter of 1998, according to a 
survey carried out by the 
UK’s Treasury. 

The survey of 47 institu- 
tions. including 31 in the 
City of London, showed the 
Bank of England’s trade- 
weighted index was forecast 
to foil to just below 96-0 by 
the final quarter of next 
year. The trade- weighted 


Storting 

Against the dollar &por £J- 

1.80 — — — r — rr — — - 
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level was 104£ at the close of 
t rading in London yesterday. 

Hie index forecasts, all of 
which were made within the 
past three months, ranged 
between 91 and 101.3. The 
average forecast for City 
institutions was 95.6, while 
those for the other indepen- 
dent forecasters was 96.1. 

Hie Rank of Rn giflnd in 

its quarterly Inflation Report 
published last November. 


said it expected the trade- 
weighted Index to drop to 
around 98 In two years. 

In July, sterling hit 
DM3.0878, its highest level 
against the D-Mark since 
September 1989. On July 23, 
when the sterling /D-Mark 
rate reached its peak, the 
trade- weighted index rose to 
106.7, its highest level since 
February 1989. 

Yesterday, sterling dosed 
at $1,6566 and DM29677. Us 
index level was 0.8 down 
from its previous closing 
level of 105.6. 

■ While the South Korean 
won has attracted headlines, 
thanks to Its spectacular 
falls, the Indonesian rupiah 
has suffered equally as dra- 
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matic ups and downs. 

Yesterday, the rupiah 
weakened Anther, to a mid- 
point of Rp5570 at the end of 
trading cm the London mar- 
ket. The fall was despite 
bursts of intervention by the 
central bank at the Rp5350 
and Rp5450 levels. But 
reports of “persistent" sell- 
ing by corporate clients 
forced the currency down- 
wards in very low volumes. 

Trading In Jakarta win be 
closed today and tomorrow, 
but analysts are looking 
towards the 1998-99 budget 
to be published on January 6 
for direction. Economists are 
expecting sharp cuts in gov- 
ernment spending, to Tnatnh 
the falls in revenue caused 
by declining economic 
growth in the region. 

The rupiah’s fall in the 
course of 1997 has been ; 
rapid. It opened the year at i 
Rp2363 against the dollar. 1 
and has subsequently lost : 
nearly 60 per cent. The cur- | 
rency reached a record low ; 
of Rp6250 on Christmas Eve. i 
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- 

44 

44fr 

*i 

*'i 

- 

- 

- 

SDR Linked Da 

- 

3» 

3S 

35 

44 

- 

- 

- 


S LSOR Hates (bong i 
Wlererca baria at 11 am < 
Moutwrt. Bwctoie mM* 
Md rriae am rfsmn lor Hie l 


i era adored ratoe tor SI Dm quoted la m metres by tour 
w orttog stoy. Hie bares ere: 0 w *ree Treat. Bank ef Tokyb 

UPC Honey Mta. US* CDs. ECU 4 SCR Urtred Dqteab (D4- 


EURO CURRENCY INTEREST RATES 

D«c 30 Short 7 days On* Three Six One 

trem notioe mowh months month* year 

Belgian Franc 3*3 - 3A 3& - 3>2 « - 3^ 3ii - 3« 3& - !«, 4i - 3H 

OaiMh Krone 3& - 3,1 - 3fi 3« - 3Ji 4 - 4£-3B «ii-4A 

Oeamen Mark 4^-4 3lJ - 3^ 3^-3^ 3fl - 3,** 344 - 3 % 3H - 3% 

Dutth Odder 3ft - 3A 3£ - 3% 3ff - 3h 3JJ - 3JS 3fi - 3ji 3JJ - 3« 

French Banc 3g - 3H - 3,*, 3% -3D 3g - 3% 3{J-3S 4i - 3B 

Portuguese Eac. 5U - 5* 5A - 5% Si- 5* 5* - SA 4 % - 4 ^ -tl* - 4 JJ 

Spanish Peseta 5& - 5 4ff - 4fi 4% - 4g 4S - 4J1 4|} - 4« 4JJ - 4J5 

SterSng 7% - 7% 8-7% 7B - 7* lH - 7B 7fl - 7JJ 7fl - ?U 

Swiss Franc 1 % - % i/* - S 1 % - 1 % 1 % - 1 % 1 % - lb ill - iJS 

Canadian Defer 4% - 4% 4% - 4% 4S - ■ 40 5A - 5i 5,'. - 5* 

USOofer SU - 5/f 54-5% 5ff - 5§ 5% - Sfi 5 jf-SS Sfl - 5fi 

Itaian Lira 7% - 8 % 8 ,*, - 8 % 6 i - 5JJ 5ii - 5jJ SB - 551 5 £ - 5i 

JapeneeeYen % - B B - U B-% B-% B - .** h-ll 

Man tSlng % - % 5-4% 7 - 6 % 7-6% 7% - 7 7% - 7 

Snort lam rates am ce* for the US Defer reel Yen, eOMre: two days' nones. 

■ THREE MONTH MOR RfTURBS (MAUFlParta MeAar* ortreod rate 



Open 

Sott price Change 

High 

Lour 

Eat uol Open InL 

Mar 

96X2 

96.16 

-0.06 

96X2 

96.16 

11X12 

80,956 

Jun 

6208 

9202 

-0.08 

9620 

9202 

3285 

42.668 

Sap 

95.96 

9581 

-020 

8589 

9581 

2035 

30.741 



Open 

Sett price Change 

«9h 

Lew 

Est uol Open Int. 

Mv 

96X3 

9218 

-024 

88X3 

98.16 

32938 

370338 

Jui 

9629 

9623 

-027 

9629 

96.02 

13665 

333428 

Sep 

9587 

95.91 

- 0.00 

95.97 

B5.B9 

10489 

242821 

Doc 

95.79 

9271 

-0.09 

95.79 

95.70 

8517 

205182 

■ ONE MONTH EUROMARK RTTURBS (UPFET DM3m points 0 ( 1 00% 


Open 

Sen price Change 

High 

Low 

Est. vd Open InL 

Jan 

- 

96.42 

- 0.01 

- 

. 

0 

633 

Feb 

. 

9683 

-0.03 

- 

- 

0 

133 

Mar 

- 

96XS 

-024 

- 

- 

0 

100 

Apr 

- 

96X2 

-0.04 

- 

- 

0 

so 

■ THREE MONTH BtBKXJRA PUTWIES (UFFET L 1000 m points of 10096 


Open 

Sett price Change 

Wgh 

Low 

Eat voi Open tot 

Mar 

94.es 

9482 

-Q.05 

94.66 

94.02 

13884 

163836 

Juft 

9585 

95X8 

-028 

9585 

95X7 

7052 

128464 

Sop 

95.62 

8523 

- 0.10 

B5.B2 

9583 

4211 

93951 

Dec 

9580 

9522 

-an 

95.60 

0520 

3376 

66513 

■ IMS MOUTH EURO SWISS FRANC FUTURES (UFFE) Sftlm points of ICON 


Open 

Sett price Change 

high 

Law 

Eat vol Open Inc. 

MW 

9682 

98X9 

-0.04 

9822 

98X7 

1960 

71984 

Jun 

98.12 

9213 

-0.05 

98.14 

ee.ii 

843 

30068 

Sep 

6623 

9789 

•aoB 

33.03 

9728 

242 

15838 

Dec 

97.78 

97.78 

-026 

87.79 

97.75 

187 

7944 

■ THREE MONTH EUROYBt P1ITUHBS OJFFE) YlOOm points ol 100H 


Open 

Sort price Change 

High 

Low 

Eat vol 

Open InL 

Mar 

. 

90.10 

+ 0.01 

. 

. 

0 

rVa 

Jun 

- 

99X0 

* 0.01 

- 

- 

0 

n/a 

Sep 

■ thri 

EE MONTH 

99X2 

ECU PUT 

+022 

URBSIUF 

FE) Eculi 

n points a 

0 

( 100 % 

n/a 


Open 

Sett price Change 

High 

Low 

Est vol 

Open Ire. 

Mar 

9527 

9521 

-026 

9527 

9521 

688 

9155 

Jun 

9526 

9521 

-026 

9586 

9581 

319 

6194 

Sep 

9526 

9520 

-028 

9686 

9584 

21 

8094 

Dec 

- 

95.61 

-006 

- 

- 

0 

4039 


* LFFE futures also Mod on APT 

■ EURO LIRA OPTIONS (UFFE) LI 000m points of 10096 


Strflu 

Price 

MV 

- CALLS - 
Jun 

Sep 

Mv 

- PUTS “ 
Jun 

Sep 

9450 

0X3 

an 

127 

0.10 

003 

004 

9475 

029 

0.60 

0.85 

0X2 

007 

027 

6500 

023 

0/40 

0.63 

041 

0.12 

0.10 


Era. vd. tout Cafe 1000 Pute 202. Rmtoua d mfu open In. C Mb 160983 Ptee 50728 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 


.'■Mur-***- 




30 

BFr 

DKr 

FFT 

DM 

E 

L 

H 

NKr 

Es 

Pta 

SKr 

SEr 

£ 

CS 

S 

Y 

Ecu 

(BFi) 

100 

18.47 

16X2 

4X50 

1X93 

4762 

5.468 

19.92 

496.0 

4104 

21X8 

3X36 

1X34 

3X02 

2.707 

351X 

2452 

(DKr) 

54.13 

10 

6.782 

2X25 

1.025 

2578 

2.950 

1078 

268X 

222.1 

11X8 

2.131 

0885 

2.107 

1.465 

1901 

1.327 

(FFr) 

61.64 

11 X 8 

10 

2X89 

1.107 

2935 

3.369 

12X8 

305.8 

2523 

13.19 

2.426 

1.007 

2X99 

1X69 

21 ex 

1X11 

(Dfrq 

2062 

3.609 

3X45 

1 

0.390 

961.9 

1.127 

4.107 

1Q2X 

84X2 

4/411 

0812 

0337 

0X03 

0X58 

7242 

P5QP 

(TO 

5223 

9.750 

8.571 

2X62 

1 

2516 

2X88 

10X2 

282.1 

218.8 

11X0 

2.090 

0X63 

2X56 

1.430 

185X 

1X95 

(U 

2.100 

0X88 

0.341 

0102 

0.040 

100 

0115 

0418 

1042 

8X18 

0/448 

0.083 

0X34 

0X82 

0057 

7X78 

OOS 2 

(R 

18.30 

3X80 

2.968 

0887 

0X46 

871X 

1 

3X44 

90.75 

75X8 

3X14 

0720 

0X99 

0712 

0495 

84X6 

0.449 

(MO) 

50X1 

9X75 

8.146 

2/435 

0.950 

2391 

2.744 

10 

249.1 

206.0 

1074 

1X76 

0820 

1X54 

1X58 

176X 

1X31 

(Es) 

20.16 

3.724 

3X71 

0.978 

0X82 

960.0 

1.102 

4X15 

100 

82.73 

4X12 

07X4 

0X29 

0785 

0X48 

7080 

0494 

(Pto) 

2427 

4X01 

3253 

1.182 

0/161 

1180 

1.332 

4XS3 

120.9 

‘ 100 

5X13 

0.950 

0X98 

0948 

0690 

85X8 

0X98 

(SKr) 

46.75 

8.638 

7X84 

2X67 

0885 

2226 

2.555 

9X11 

231.9 

191X 

ID 

1X40 

0.764 

1X20 

1X85 

164X 

1.146 

(SFr) 

25.40 

4.693 

4.122 

1X32 

0481 

1210 

1.389 

5.060 

1260 

104X 

5.434 

1 

0415 

0969 

0X88 

89X2 

0623 

TO 

61.19 

11X0 

9228 

2X68 

1.158 

2914 

3X45 

12.19 

303X 

2 S 1.1 

13X9 

2.409 

1 

2.382 

1X57 

214X 

1X01 

(CS) 

25.69 

4.748 

4.168 

1X46 

0/488 

1223 

1.404 

5.117 

127/4 

105.4 

5496 

1X11 

0420 

1 

0606 

90X4 

0630 

(3} 

3094 

6824 

5.993 

1.792 

0699 

1759 

2.019 

7X58 

1S3X 

151 X 

7X02 

1454 

0604 

1.438 

1 

129.7 

0X06 

PO 

2047 

5X60 

4X19 

1.381 

0539 

1356 

1.556 

5X71 

141 X 

116X 

8X01 

1.121 

0465 

1.108 

0.771 

100 

0688 


40.78 

7X34 

0616 

1X78 

0772 

1942 


B.123 

202X 

167.4 

0724 

1.605 

0.666 

1.587 

1.104 

143X 

1 


OMh Krona. French Franc. Norwegian Kroner, fed ShM Krona pa U: fearer Fane. Yea I 
■ D-MARK FtmiRfiS (MM) DM 125.000 per DM 


, bra end Pena pa 100 


i (MM) Yen 12Sm per Yen 100 


I'"™*'. 




Open 

Latest 

Change 

Hrpi 

Low 

Est vol Open frit 


Open 

latas 

Change 

High 

Low 

Est vol Open tot 

iU 1 r: 



Mar 

0.5610 

05602 

-0X010 

05606 

0L55B5 

28.580 

72X06 

Mv 

07814 

07791 

-0X020 

07798 

0.7779 

10X44 

87X57 



Li 

Jm 

0.5629 

0X623 

-0X017 

0X629 

0X623 

.1,498 

3,198 

Jut 

0.7901 

07901 

-0X017 

07901 

0.7901 

8 

1.673 

* ■ * 



Sep 

05707 

0X670 

- 

- 

- 

1X01 

1X40 

Sep 

- 

0X000 

- 

08000 

- 

1X40 

212 




■ SWft 

IS FRANC F 

IfTURSS 

(MM) SFr 

128X00 p 

erSft 



■ STERLBW FUTURES 0MM) £62.500 per £ 




9 

~ 



Mar 

06065 

06927 

-00039 

06938 

0.6817 

13X59 

30X39 

MV 

1.6850 

1X468 

-00184 

1.6668 

1X46B 

7X50 

31.484 

r 



Jun 

07002 

0.7010 

-0.0026 

0.7010 

07002 

1.009 

883 

Jtn 

1.6390 

1.6450 

-00136 

1.6450 

1.6300 

2 

1X17 




Sep 

- 

07110 

- 

- 

07110 

1X05 

1,102 

Sep 

- 

1X500 

- 

- 

- 

7 

4 


NOTICE TO BBfEROARIES OF GUARANTEES ISSUED 
BY CRHXT SUISSE FIRST BOSTON, INC. AND 
CRHHT SUISSE GROUP 

Ha g u eretfe ea {pan by CtetB T a tomr i Ffal Baeton, Inc, (tannery named CS FM 
Boston. Inc.) and Craft Suisse Group (formerly named CS Hofcihg) ol the 
n M jfe* d CretB Suesa Rret Boston (Skigipoie) Unfed (farmedy named CS 
Rrsl Boston (Stog^me) LnfetO oi 22 Decteftfe 1994 and 17 Ontitec 199& 
respectoe^ ceese to hue eflact h retttn to ob%ftk» of Oedt Sufee F%sl 
Boston (Singapore! Ltofed ateng after 2 February, lSBRThegtearteesolCredt 
Sue Rat Bafen, he. ad Craft Sutae aor*> n reUbn to oMgrtons o< Cretffl 
Susse Firet Bofen (9nff*ne) Ltofed oMtog, a heand. on a balom that data 
wi rernan iraJIactod 

31 Decanba. 1067 

Cnttt Sutee ftst Boston, frw. 

Credft Suisse Group 

C REDIT I rryv ip C REDIT Ri CaT 

SUtSSE SUSSE BOSTOSI 


• 7.-Y. ' f-: - 

f-ji. r Vc* 
\~0 r ^ 
-.*XC> \i 


UK INTEREST RATES 


LONDON MONEY RATES 

Dec 30 Ova- 7 day 3 One three Six One 

night notice month months months year 

Interbank Staring 7% - 6 % 7% - 7% 7% - TJi 7JJ - 7% 7JJ - 7% 7fi - 7% 
Storing CDs - 7U - 7Ji 7,1 - 7% 7,». - 7% 7& - 7% 

Treasury BBS - ■ 7% - 7% 7% ■ 7ft - 

Bar* Bft - - 7% - T% 7ft - 7yJ 7% - 7% 

Local authority deps. If* - 7 7% - 7% 7% - 7& 7» - 7« 7% - 7* 7ji - 7g 
Decount Market deps 7% • 7 7A • 7ft 

UK cle a ring bank base tending rate 7% per cent from Nov 6. 1997 

Up W 1 1-3 3-6 6-9 9-12 

mo nth month nmutis montha rrK<Jp 

Cats Ol Tbx dep- (E1Q0.Q00I 2% 5% 5 5 4 % 

Care a Tax dep ardor Ciaum <• 2 'jpc. Oepaea fefefraww tar cash I 1 * pc. 
fere tender rate rt fecoute on Doc a* r 006*pt ECOD faod rate Sag Efeon Franere Mtee 
ito day Doc 31. 1997. Apeod rue k» pared Jan 26. 1998 to Feb 24. 1998. Sdrome ft a a spe. 
RotarenM rate tor cared ftau 2% 1997 to Dec 31. 1997. Sdamoe IV 6 V 7.7D9pc. FJrance 
House Bnso Rato fee from Jar 1 . 1997 

■ THUMB MOKTW tUBUW FUTURES (UFFE) C50QX00 poets of 100*6 


EMS EUROPEAN CURRENCY UNIT RATES 


Deo 30 

Ecu can. 
rates 

Rate 

against Ecu 

Change 
on day 

% */• bora 
cert, rate 

N spread 
v wastes! 

Irataad 

0798700 

0.77159* 

+0004471 

-3X8 

8X9 

Italy 

1906.48 

1940.65 

-2.71 

1.79 

087 

Spain 

163X26 

167X26 

-0.167 

2.14 

0X3 

Finland 

5 3SA24 

5.98954 

-0X0022 

2X1 

036 

France 

6.45S63 

6.61343 

-000483 

ZAO 

0X7 

Portugal 

197 39S 

202X29 

-0X95 

2/45 

0X3 

Dararnv* 

7SI5SS 

7.53116 

-0X0498 

2X3 

0.15 

ril— many 

1.92573 

1.97684 

-000103 

2X5 

0X2 

Austria 

13.5485 

13X096 

-0.0072 

2X7 

001 

Belgian 

39.7101 

40 7806 

-0X279 

2X7 

0X1 

Netherlands 

2.16979 

2X2792 

-000084 

2X8 

0.00 

NON ERM MEMBERS 





Greece 

295260 

312.003 

+0048 

5X7 

-2X3 

UK 

0.783103 

0660193 

+0002571 

-16X0 

22X4 


Eaucetaa 1 a— easy ate E^apfen Cu i wa s or .Catendte aw a d teo andng retire margdr. 
Poeocfeje evsa are tar Esre a possre change aatstes a weak curaByXtterpaDt snows tna ate 
bawean ao rerees* are pporrage tfteKaMteaatfe eauai oakM fed Eeu cmal rteee tor a 
sarrerey. sad mo net-un pwiitMO settorp oerwsar a me canrcyl late are ton tel Ecu 
caaral nea i7rM£ saemg aaowtded herr BTX A^usanere ratofeed by the Ftoencaf Tanas. 

■ Pf&ADELPMA SC £/S OPTIONS £31X50 (ceres per pound) 



Open 

Sen price Change 

*9* 

Low 

Est vol 

Open int 

Mar 

92.44 

92X9 

-0.06 

92.44 

9039 

9608 

141217 

Jun 

92.55 

92.49 

-006 

ws 

92.49 

7872 

110454 

Sep 

32X9 

Q? ro 

-0X8 

92X9 

32X1 

4113 

83205 

Dec 

02X7 

92X1 

•007 

92.87 

92X0 

2159 

78390 

MV 

93.10 

93.02 

-009 

93.10 

90.02 

1140 

66104 


Strike 

Pnca 

Jan 

- CALLS - 
Feb 

Mar 

Jan 

- PUTS - 
Feb 

Mar 

1X60 

192 

2X1 

3.13 

0X4 

1.89 

2.56 

1X70 

1X6 

2-14 

2.63 

1X8 

2X7 

3X6 

1X80 

09! 

1.71 

225 

1.97 

2X0 

3X4 


Mao traded on APT Al Oooa «4awd rigs era tar previous day. 

■ SHORT STmUNQ OPHOMS (UFFE) £500.000 pofrits oMOOnj, 


Pitoaxs (toy's ei_ Cato 4 Paa 177 . Prow, day's open cafe 23JH0 Pure 23268 
■ PHOADELPHIA SB D-MARK^ OPTIONS DM62500 (S per DM) 


NOTICE TO BENEFICIARE5 OF GUARANTEES ISSUED 
BY CREDIT SUISSE FIRST BOSTON, INC AND 
CREDIT SUtSSE GROUP 

The guaantoK 9 M 1 ty CredK Sfese Flnst Boston, Inc. flDreraVntefed CS Fkst 
Boston, Inc.) and Credit Susse Xop (tormeriy named CS HofrSrg) oi the 
ofrlgBticns d Crwft Sufee RcS Boston Wong Kong) ltofed (fcrneriy named CS 
Fast Boston [Hong Kong) Unfed) on 6 September, 1994 and 17 December, 
1996, respecttrely . w 9 cease to fere ettea In reWlon to oM g eliot B at Credit 
Suisse Ftart Boston (Hrerg Kong) Ltofed erhtog after 2 February, 1668. The 
guaontee ol Oedl Sttee Fast Boston tot and Oed* Suisso Sofe m rotebon to 
uMgatag d Oetft Sdsse Rm Bodon (htong Kong) Ltofed adrg. or neuned. 
on or tatare M dfe wi reman unaftedal 

31 Dectotfec 1991’ 

CredBSubae Rrst Boston, Inc. 

CrwSt Suisse Group 

CREDIT j rryv ip CRHXT l R RST 

SUSSE I GROUP SUSSE BOSTON 


Strike 

Price 

Mv 

- CALLS - 
Jun 

Sep 

Mv 

— PUTS - 
Jun 

Sep 

8225 

0X1 

OXS 

050 

0.07 

an 

0.13 

0250 

006 

019 

0X3 

0.17 

0X0 

0X1 

3275 

0.01 

0X9 

020 

0X7 

036 

033 


Stoke 

Pnce 

Jan 

- CALLS - 
Feb 

Mv 

Jan 

- PUTS — 
Feb 

Mar 

0X60 

045 

0X1 

1X9 

049 

077 

0X7 

0X65 

0X6 

0X9 

086 

0X0 

1X5 

1X4 

0X70 

0.14 

041 

0X6 

118 

1X8 

1X5 


Awkxb ffitT 5 vor . ! 


1 10* Pure 1=2 Pan day a ooen ee. Cob 9X29 Puts 17.66* 


Era. toL totto. CMl 800 Pres 2404. Prwu day's opfe at- Coll 164717 Putt 151BD5 


■ TKRBB MONTH EONOOOLLAK 6MM) Sim poms (ri 10036 


BASE LENDING RATES 


Adorn 6 Company 7X5 
ABad frtehBerrli (GB) 7X5 
•Homy Armache? 7X5 
Banco BfeaoVesaya 7X5 
BanfeolCypna 7XS 
Barrirol Ireland 7X5 
Banholfrla 7X5 

Banfcaf Scodfrnd 7X5 
BvdayiBenk 7X5 
BreBbothldEur 7X5 
•enmstfeiyacgua 7X5 
CttarfeMA 7x5 

CtydMdeto Bar* 7X5 
Tire COtoparfere Banh7X5 
Cnfe&Cs 7X5 

CjpnsPopicarBanK 7X5 
OuncanLaMi* 7X5 


Exater Trust Untied 8X5 
FtoanoNA Got* Bator a 00 
•ROOM Ftemng 6 C07X5 
•Gutoneaa Mahon 7XS 
HMIbBte* AG ameh 7X5 
•HambrnBant 7X5 
HtolteM 6 Cen Irw Bc7X5 
C HearaACo 7X5 
Hpnglnng S Shiingfei 7X5 
htefetoc Oar* IUK 1 UJ7X5 
•Man Hodge Bar* 7X5 
•UopodJowpfSS.itc7X5 
Lloyds Safe 7X5 

MdtendBsr* 7X5 

Nartvnsmwsajf 7X5 
wnoa HraTWa • 

ReyalBialSKdand 72S 
Scutum Widows Ban* 7XS 


•Sorgor 6 Footfender 7X5 
■SmASWUamun 7X5 
Swr Bairlung Com Ltd 7X5 
TSS 7X5 

Unfed Bank ol KifltM. 7X5 
IfetyTmBanfcPfc 7X5 
Wh te —ar L jULi w 7X5 
ybrkstereBwii 7X5 

• Mentocre ol Isrtdso 
InwBamert Banfcng 
Acoeobcn 
' friadmnesaon 



Open 

Latest 

Change 

High 

Low 

Est vol Open nL 

Mar 

9421 

94.19 

•9 96 

9«X3 

94X1 

30.825 

488X53 

Jun 

94 19 

94.17 

- 

9*21 

94.19 

15.452 

392X23 

Sep 

■ 1ST 

9*15 

KEASORY 1 

34.12 

HLLFUT1 

-C .10 

ORES (1Mb 

94.T7 
l> 51m pei 

94.14 
r 100 % 

14,814 

263,711 

MW 

94.94 

94 93 

-051 

94X4 

94.93 

594 

8.316 

Jun 

- 

94 89 

_ 

- 

_ 

40 

1X60 

Sep 

- 

94.63 

- 

- 

- 

10 

23 


AS Ctocw trems: tgs are tor pnoa dsr 
■ BU HOMMK OE T I O m *UFF£ OM1I1*. poods cl 100^ 


Jv> 

Feb 

l Aar 

Jwi 

Jan 

Feb 

Mv 

Jun 

013 

025 

3X2 

CT7 

0X1 

0.02 

004 

014 

503 

525 

C 56 

3S7 

C tS 

012 

013 

0X9 

Ml 

521 

CCS 

223 

C.33 

0.33 
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PERSONAL 

PUBLIC 

SPEAKING 

Trsing and sp ee ch writing by 
award winning neater. 
Fusi lesson tnse. 

Tel: (01727861133) 


Banco dl Roma S.p A 
US$200,000,000 
Floating rate subordinated 
loan participation certificates 
due 2001 

Issued byJJ*. Morgan GmbH 
for the propose of making a 
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Branches of Banco rfi Roma. 
Tire rate of interest for the 
period 31st December 1997 to 
30 Jan e 1999 has been fixed 
cd 5.93625% per annam. 
Interest payable on 30 Jure 
1998 will amount to 
USSI.4923I per USS50.000 
certificate and USS14.923.07 

per USmiOOO certificate. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


NOTICE TO BENEFICIARIES OF GUARANTEES ISSUED 
BY CRSOT SUISSE FIRST BOSTON, INC. AND 
CREDIT SUISSE GROUP 

tire tytanfees jpea tjr Cretft Suisse rtst Bostcn, Inc. (fannedy rented CS FM 
Boston, incj and Cradt Suisse Ghm> (farmrety named CS HoUng) of the 
oUgadons d Cwfl Sutsse first Boston (Sngaporc) Fifees ne. Ud. (farmery 
named CS first Boston (Shgapoiq) Futures Pie. UdJ on SB June, 1996 and 17 
December; 1996. respeebrey r*a caese to hw eded in petebon to oUgsSont d 
Craft Sussa Fast Boston (&gspom) Futons Fta. Ltd. arising alter 3 February, 
(996- The guanrteet d Cwfl Stem first Brefan. fcre. and OodR Sums Bmp 
in w l a tci i to c Mg a boretd Daft Suasefiret Bodon (5toyp°re) Fvfees Pte. Ud. 
totodne, or ineund, on or batore that fee wl reman irafloctsd. 

31 Deomfet, 1997 

Credft Suisae Hret Boston, Inc. 

DadRSuhae Group 

C RBXT I r-RO.jp C RHXT | RRST 

SUSSE SUSS E BOSTON 


f THE STARS PROGRAMME 

STARS 1 PLC 

£475,000,000 Class A Hosting Rate 
Mortgage Backed Securities 2029 
Notice is hereby given that the Rato of Interest has been fixed at 
8.021 88% ond Inert the interest payable j#i the relevant Interest | 
Payment Dote March 27, 1998 against Coupon No. 29 In 
rasped of £10,000 nominal of die Notes wi be £8955. 

December 31, 1997, tendon mmnaai/ee 

By: Q8o*.NA|Corponfe Agency 6 Tntej, Agree Bowir Ci l IB/\N\%9 


The Financial Times plans to publish a Survey on 


Azerbaijan 


on Wednesday February 11 1998 


For further Information please contact: 


Derek van Tienen 


Tel: +44 1442 843 300 


Fax: +44 1442 843 123 


Tracey Endacott 


Tel: +44 171 873 4356 


Fax: +44 171 873 4862 


or your usual Financial Times representative 
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COMMODITIES AND AGRICULTURE 


Future seen for waste in electronic trading £,|ft 0 oU 


The market for reprocessed 
materials is set to expand 


T he perception of 
waste and the way it 
is handled could soon 
change, with the launch of a 
dedicated, electronic "trad- 
ing floor” in the UK. The 
floor, which already has the 
support of the Scottish Envi- 
ronment Protection Agency, 
is the idea of Edinburgh- 
based Angus Macpherson. 
who hopes to go online by 
the end of the year. 

Mr Macpherson believes 
the trading floor will intro- 
duce much-needed transpar- 
ency and stability into mar- 
kets for waste materials 
such as paper, plastics, wood 
and glass. It will facilitate 
contacts between everyone 
from the creator and collec- 
tor of waste to the separator, 
reprocessor and end-markets 
Tor reprocessed materials. 

It will incorporate all the 
instruments found on any 
other commodity floor, 
including futures. There will 
be an additional, and ini- 
tially lucrative, market in 
“evidence" - proof of deliv- 
ery or a post-consumer sepa- 
rated packaging to a repro- 
cessor. A company 
delivering more than its 
required amount to a repro- 
cessor will be able to sell on 


“the evidence” of that access 
to another company. 

Each year, 85m tonnes of 
packaging materials enter 
the UK's industrial and 
domestic waste streams. 
European-promoted regula- 
tions have set targets of 50 
per cent of packaging to be 
recovered by 2001. Mr Mac- 
pherson accepts that 75 pa* 
cent of this will continue to 
be the subject of one-to-one 
negotiations between waste 
separators and the market 
He Is targeting the remain- 
ing 25 per cent 

Mr Macpherson. an MBA 
and former merchant banker 
and soldier, was working in 
the corporate finance depart- 
ment of John Menzies. the 
stationer, when he was 
asked to consider the impli- 
cations of the Producer 
Responsibility (Packaging 
Waste) Regulations. 

He found the costs of sort- 
ing and bulking waste for 
reprocessors and the volatil- 
ity of the market made land- 
fill the cheapest and safest 
option. UK reprocessors said 
they could buy more cheaply 
on the world market than in 
the UK, where the markets 
for reprocessed materials 
were, in any case, limited 







European-promoted regulations have set targets of 50 per cent of packaging to be recovered by 2001 


- Trauor Hraphriea 


Mr Macpherson came to 

four conclusions: 

• There was a great deal of 
mistrust between waste pro- 
ducers, handlers and repro- 
cessors. and there was a 
need for “an open and audit- 
able middle point”. 

• The price of materials 
taken out of the waste 
stream required a boost. 
Subsidies were not the 
answer. Germany’s repro- 
cessing industry could not 
cope with the huge volumes 
generated and the surplus 
was exported, depressing 
prices worldwide. 


• Price stability would 

encourage investment in 

Infrastructure and provide 
some continuity of supply. It 
would help the 4,000 UK 
companies, obliged under 
the regulations to recover 
packaging, to plan their 
waste management strate- 


• The market for the prod- 
ucts of reprocessed materials 
needed to be expanded and 
the profile of reprocessed 
materials raised. 

He believes a trading floor 
ran w ith these problems 
and objectives. 


The incentive to Tecover 
and reprocess waste rather 
than send it to landffn will 
come Initially from the trade 
in evidence, which is likely 
to bridge the gap between 
what a waste separator such 
as a local authority or com- 
pany receives for the mate- 
rial and the increased costs 

Of bundling it 

In the medium to long 
term, Mr Macpherson 
expects that the market for 
evidence will taper off, while 
the market far the recovered 
and reprocessed materials 
will expand. 


“The fact that the floor 
might attract speculators 
has been expressed as a con- 
cern,” he says. “But specula- 
tors do, in fact, absorb risk, 
and on a well-regulated trad- 
ing floor they will be set off, 
rmo against naffr other.” 

The floor will require 
materials for delivery to be 
unambiguously described, 
and standards agreed. The 
concept has the support of 
the Convention of Scottish 
Local Authorities and of the 
Recycling Advisory Group, 
Scotland, itself advising the 
Scottish Office. . 


The Independent Waste 
Paper Processors Associa- 
tion. whose paper merchants 
collect about 50 per cent of 
recycled paper has given, the 
trading flocar its. blessing. Mr 
Macpherson speaks an Octo- 
ber 12 at a conference of the 
Local Authorities’ Recycling 
Advisory Committee, .which 
represents local authorities 
in England and Wales. • 

The main costa will not so 
ztradi, be .in setting up the 
trading floor but in showing 
prospective users how to use 
it it is unlikely to employ 
more than SO, but the spin- 
offs could be substantial in 
industries associated with 
waste management 
"The trading floor is not in 
itself a commercial venture, 
but it is a mechanism which 
will help the government 
meet its own targets. I am 
offering a way of 
risk, of obligating compa- 
nies, waste handlers and 
reprocessors working more 
in partnership. Without that 
opportunity 1 believe it will 
be very difficult to meet the 
European targets. Producer 
responsibility obligations 
have been the catalyst for 
the creation of this floor. 
But tiie floor's potential is 
not in any way re s trict e d to 
packaging,” Mr Macpherson 


Alastair Guild 


lowest for 
22 months 


Scottish fish farmers pin hopes on the halibut 

F ish fanners in Scotland and the Sea fish facility at Ardtoe this month. Each juvenile fish “We're at the southern end of annually in Britain, and Iain At the 1996 Scottish Fis 

have successfully reared a in Argyll, two Islands councils, costs £6. This should fall to the halibut's natural range,” he Sutherland, fisheries and aquacol- ing Conference, Joe McDt 

new species, which com- Highlands and Islands Enterprise around £2, as production rises, said. "Sea temperatures rarely fall tore executive with HIE sees an Orkney estimated that 


F ish fanners in Scotland 
have successfully reared a 
new species, which com- 
mands a price up to four times the 
price of farmed salmon. The first 
harvest of farmed halibut in the 
UK occurs shortly, proving that 
salmon farmers can diversify and 
rotate the fish “crop” on their 
farms. 

The first half-tonne of halibut 
from Marine Harvest McConnell’s 
farm will be sold to specially cho- 
sen retail outlets and restaurants. 

Halibut research began in 1974 
in Norway. The British Halibut 
Association was formed in 1987 
and now has 16 members includ- 
ing four commercial hatcheries 


COMMODITIES PRICES 


and the Sea fish facility at Ardtoe 
in Argyll, two Islands councils. 
Highlands and Tsiainfa Enterprise 
and feed manufacturers. 

Marine Harvest McConnell’s 
halibut were spawned at Marinin 
Seafanns hatchery in the Isle of 
Man, from wild-caught brood- 
stock. Wild broodstock will have 
an important role for the foresee- 
able future. At 10 grammes, juve- 
niles are moved to MHM’s nursery 
unit at Lochailort in Lochaber. At 
300 grammes they are transferred 
to sea cages at Loch Skipport in 
South Ulst in the Western Isles. 

Three hundred fish produced in 
1994. now weighing between 2kg 
and 5kg each, will be harvested 


this month. Each juvenile fish 
costs £6. This should fall to 
around £2, as production rises. 
Wild halibut costs £8 a kilo, com- 
pared with over £2 a kilo for 
salmon. 

As technology improves, halibut 
prices are expected to settle 
between £5 and £6 a kilo, making 
hatchery and farming operations 
viable. The harvest from Loch 
Skipport should reach five tonnes 
by 1999, with Scottish output 
reaching SO tonnes by 2000. 

David Mitchell, research and 
development manager at MHM 
and ohalrman of the BHA. Sflld 
Scotland was ideal to farm hali- 
but 


“We're at the southern end of 
the halibut's natural range,” he 
said. “Sea temperatures rarely fan 
below 7 degrees Centigrade which 
means halibut continue to feed 
and grow in winter. They are less 
susceptible to disease than 
salmon and over one kilo In 
weight will tolerate densities of 
50kg a square metre, as long as 
there is a good water flow through 
the cage.” 

Halibut flesh is white, and can 
be sold whole, filleted, gmnked, as 
steaks and pre-prepared meals. 
Scottish farmers hope that In 
three years, they can supply the 
market all year round. Only 2,000 
tonnes of wild halibut are sold 


annually in Britain, and lain 
Sutherland, fisheries and aquacul- 
ture executive with HIE sees an 
opportunity. 

“Wfid halibut supply is erratic, 
the fish is not generally known, so 
there are no pre-conceptions to 
overcome. This year we can 
observe consumer reaction and 
our marketing campaign we will 
develop accordingly,” he says. 

But in Norway, production is 
about 10 times that of Scotland. 
This year, 12 hatcheries will pro- 
duce 250,000 fry in Norway, while 
five hatcheries in Britain will pro- 
duce 30,000. Some 40,000 win be 
produced in Iceland and 5,000 in 
Canada. 


At the 1996 Scottish Fish Farm- 
ing Conference, Joe McDonald of 
Orkney estimated that Norway 
had spent £60m on halibut farm- 
ing, while the UK spent £6m. 

David Windmill, managing 
director of MHM, said fanning 
halibut was logical but he wanted 
fho uk government to define its 
attitude to aquaculture. 

“Someone in government 
should say aquaculture should be 
at the core of UK pic and then 
take a strategic view of aquacul- 
ture. Hopefully, with a Scottish 
parliament fishing and aquacul- 
ture will get a better hearing and 
then the industry could thrive,” 
he said. 


MARKETS 


By PaulSoknan - 

Oil prices slipped to a 
22-month low on the Inter- 
national Petroleum 
Exchange yesterday as trad- 
ers showed concern about 
increased production in 
1998. February dated Brent 
crude closed at $16.58 a bar- 
rel. On the New York Mer- 
cantile Exchange, February 
erode was off 3. cents at 
$17.59 at midday. 

. The Organisation of Petro- 
leum Exporting Countries 
has agreed to raise supply 
limits by 10 per cent from 
January 1 to an overall ceil- 
ing of 27.5m barrels a day. 
And with the United Nations 
expected to reach a deal 
allowing Iraq to resume oil 
exports next month, Opec 
supplies in January are fore- 
cast to reach an 18-year 
high of above 28m bpd. 

Many analysts see little 
chance of oil prices recover- 
ing to $20 in 1998. “It might 
not go a great deal lower 
but there is little reason for 
this market to recover 
quickly,” one said. 

On the London Metal 
Exchange, capper for three- 
month delivery rallied from 
Monday's four-year lows to 
dose up Sll at $1,737.50 a 
tonne. But traders said the 
market was bearish and did 
not suggest a sustained 
recovery. The new year holi- 
day this week was likely to 
keep prices relatively stable, 
they added. 

Aluminium closed at 
SL564 a tonne, up $88 from 
Monday's close. 

Light profit-taking pushed 
gold $L25 lower to $289.75 
an ounce. Platinum rose 
8L50 to $364, while palla- 
dium was $11 higher at 
$20450. 

Cocoa f utures on the Lon- 
don Financial Futures 
Exchange again suffered 
from lacklustre trading, and 
the March contract edged up 
just £2 to £1,059 a tonne. 


BASE METALS 

LONDON METAL EXCHANGE 


Precious Metals continued 

■ gold COMEX (loo Tray ce.; Srtray oz.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes; £ per tonne) 


SOFTS 

■ COCOA UFFE (10 tonnes; C/tome) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40,000fcn; cwttsflba) 
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■ COCOA QCCOl (SOFT Vtonne) 

Dm 29 Mae 

(Wy 127128 


Dao 

MX 

-125 284* 28225 

21* 34250 



Mar 

2*25 

-125 280.00 288.75 

53 1219 

Ju 

1714 

Taw 



3829322822 

Mr 

170! 

■ BARLEY UFre (100 toraias; E pw tonne) 

My 

Jri 

1685 

Jm 

74* 

+040 7425 74* 

5 161 


1678 

Mw 

77* 

-040 

- 1.4* 

Raw 

1653 

May 

70* 

*040 

20 

Triri 


8* 

77* 

-040 

6 

■ COFFEE ‘C 1 


Total B Ifflt 

■ SOVAflEANS C8T BJOCBU IBM cmdbSOb 6o<e8 

Jm 68125 *050 68400 67950 17858 2286 
Mar 685.75 *275 68750 88250 21557 51.188 
69150 *300 693.00 68950 3521 28571 
AM 697.50 *4 00 63600 09350 1.026 28590 

tap £9450 *£75 69600 68450 202 4217 

lM 67850 *300 67900 67600 16 246 

TatSl 46E15 141591 

M SOYABEAN OIL CBT l«X000B>i: cantaffb) 

Jaa 2509 - 2123 2501 10.495 10.791 

Mr £549 -008 2S64 25.45 13002 51.967 

M« 75.79 -005 2550 2575 £069 17518 

M 2550 -£(□ 2605 2556 783 12,106 

Afl8 2180 -605 25.90 2175 110 3522 

Sap 2565 *605 2175 2565 67 1JS9 

TMI Vjm 88571 

■ SOYABEAN MEAL CBT flOOIona; S/ton) 

JM 2072 *10 207 4 205.4 9.136 17^17 

MW 20*5 *11 204.7 202.7 9jm 39327 

May 2032 *65 2035 202.0 £114 24.128 

JM 2011 -0 4 205 2 203 3 1.073 16.068 

Anp 2046 -04 2018 20*0 158 4979 

Sm 20*8 - 206 0 20*0 84 £738 

TotM 2Z54B16M1I 

N POTATOES LIFFE (20 tonnee: £ par tonne} 


Jaa ISIOC -1 50 15225 150.75 1313 24.414 

F« 15£M -1 73 153 75 15225 3. 7«9 17.389 

MW 'HOC -123 15475 153 75 2.768 11.147 

Apr 13125 -1 00 15600 15125 632 5510 

Itey 156 25 -0 50 15700 156 50 177 3 091 

JM 157 00 - 15725 156 25 BIB 11531 

Total 11988 nm 

■ NATURAL PASS* nm) east tea per Seal 

JM 16250 -0 C5Q 16250 10 £50 20 1.175 

Fra 16 050 -0 30 16.150 16.050 5C3.4«) 

Tool 9*0 11 J29Q 

■ mTtWALQAsaneiii^cooCTOi.smaai 

lam Oft Opm 

pries raMpa Mb UM vri U 

fra 2250-0 050 2283 2 190 15660 40 7S0 

Bar 2195-00*5 2 240 2 170 £116 21542 

Apr £155-605 MM 2125 1 DCS 12155 

Hay £150 -3350 21SC £135 £» 9305 

Jm 2.165 -CK5 £230 £1*5 373 9 IX 

jm :iro-oco7 rate 7 iso 510 9*6 

T8IM 76BM 18X588 

■ UNLEADED QASOLME 

MMEii42,C0ma?«!la-c1lSipn*; 

teM Oava Oom 

pries cboge Mg# tew Wet let 

JM 53£? -or M’S '1*5 14.721 11741 

Fab 54 30 -026 S4(V.i 53 70 16.939 32495 

Mar 54 M -020 WW 5*35 1.736 1 £273 

Apr T23 -031 57.* 57.i0 193e 13197 

May 57 20 -610 57 *7 57.T6 £54 10941 

JM 5630 - 5SS0 S68D B3 3 04C 

Tetri *J83 10X567 


IM 

920 

- 

_ 


_ 

_ 

AW 

1160 

- 

117.0 

1150 

17 

1877 

My 

1255 

-05 

1245 

124.5 

5 

62 

Jm 

1315 

-05 

_ 

- 

_ 

_ 

Roe 

560 

- 

_ 


. 

3 

Taw 
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1.1* 

■ FRBQHT (BIFFEX) UFFE (SIQ/toagc print) 

Jm 

1195 

♦35 

1205 

1165 

57 

685 

Fra 

1210 

*35 

— 

_ 

_ 

188 

Mw 

1215 

-a 

1210 

1200 

12 

_ 

Apr 

1275 

*17 

- 

- 


444 

Jri 

1150 

+17 

M 

- 

_ 

123 

Tate 

Ctaaa 

Rea 



K 

1481 

BR 

1228 

1229 






PULP AND PAPER 

■ PUtPEX OMLX (US5; 24 ab dry tana} 
Sett Day's 

erica range ■* tew M 

Mr 4SXOO *5*481* 477 75 56 

JW 50450 *175 504 50 4*50 32 

TeM 88 

FVTUHES DATA 

AS futures date supaSed Oy CMS 


Minor metals (mm BuSetm 

Eiacoean free rxrtd. S par O m wamnouso. 
urwrss nnwra saied (lat semi m &»■ 
ate. wteni c han ge d A w — o a y: 9965 V S 
per tome. ;£40-I610. Bfamut h : mm 
0993%. ftnrw iota 2.30-325 0.1M2S) Cod* 
mbHTB IWL 99*16 cons a pound 30 00- 
40.00. CeMb AH fero nwlteL im 99 6V, . 
25ca 2f.ro. iw 99314. 17.70-1140 110J»- 
1910. Manaay; min. 99*14. % per 78 to 
'las*. 1*0-150. M o hfa da nn: drum mad 
nupraec CTXte. 333-3.9S p.75-3J»i. 8M- 
nbun: mn 99JT-4 2JHKLOO T u n p eta n ore: 
standard rai C5«. S pw UM in* (10hgi 
WO, OF. 40-52. VMter mm. 98N. OF, 
5 5C-5 99 15 20-5 631. UraabiaE Nua»CD 
nj t^niLiri cicrcngc va&JO, 9 C5 


1678 *13 - - - 8*7 

1683 *13 - - - 32 

24« 4*,1« 

FEE •C 1 CSCE PTMJbK centavo} 

16480 *131 165.78 18100 3.172 16,526 

159* *1-33 160* 158* 478 5*9 

1S.4S *1.60 154.35 153* 128 £777 

1*7.75 *£29 148.60 147 90 62 1*1 

14275 *225 143 00 14100 28 1314 

14035 *225 140* 137* 1 293 

3488 27.779 

FS flCO) (US canta/paml) 


Dee 29 

Dee 88 inenth ego 

year ego 

231.54 

232.93 

-* 


■ QSO Spot (Base 1970 = 

100) 


Dec 28 

Dec 28 month age 

age 

178.40 

n/a 188.83 

2HJ6 

UM WAM 

tHOUM 8TBQKR ill 

AJunnaim 

-1.4 75 

IO 

835875 

Mumenen ntoy *500 

n 

41940 

Copow 

-9* 

to 

332JZ5 

Lnaa 

-100 

•0 

111^75 

NteKil 

-1,475 

to 

66^52 

Zine 

-1.325 

to 

491,775 


*60 

» 

128* 


Fib 57450 -0.400 58*0 57*0 £262 21371 

Apr 58*5-06* 57*0 56*0 1.487 7*4 

JM 6407S-Q475 64500 63*0 1,172 5*6 

Ad 63*0 -0*0 83*0 83*0 379 1,788 

APB 61225-0075 61225 *8* 109 359 

Oet 57*0 *0300 57.6* 57.0* 1* 639 

Tetri 8*1 38447 

■ PORK saiJBS CME (4(L0Mba; oente/lbe) 

M 81*0-1.8* 82*0 51.790 871 ISIS 

Mr 51*5-1.650 82*0 51*0 203 1*9 

Mqr 92*0-12* 92*0 92*0 U 1*3 

JM 521* -1*0 82*0 912* 24 635 

AU| 48*0-2*0 50*0 48*0 8 103 

Tetri 1*3 8*8 

LONDON TRADED OPTIONS 

8Mke prioe $ tonne — Caria — — Pirie — 

■ ALUMWIUM 

(90.794} LME Feb May Feb May 


(Grade A}LME 


- Cotnp. Paly 12527 rVa 

n 15 Ay mage 13037 trt 

17 M WHTTE SUQAR UFFE (50 tpmes: S/tonne) 

S Mw 3*8 -15 3*8 308.7 1*5 22181 

2 My 3118 -22 3114 311.9 207 6478 

g A* 3136 -1 A 3146 3136 28 4.957 

« Oct 3086 -1.4 3100 3086 29 4457 

DOC 3083 -1.1 3100 3*5 24 184 

- Trad 1*3 SUB 

17 ■ SUQAR IT CSCE pTZOOgjs; centa/lbe} 

ig Mr 1230 -0 06 1236 1229 85* 97.366 

a My 1207 -00* 1211 12* 1242 326* 

ig Ad 11* -00* 11.H 11* 424 30,318 

B Dri n.59 -002 11* 11* 638 26645 

II Mar 11.47 -802 11.48 1146 338 7477 

Hey 1142 -802 1142 1141 - 1.171 

- Total 11*2117*1 

- ■ COTTON NYGE pODOOaa; cenariB* 

3 IM 87.15 *813 87* 66*5.750 44275 

_ May *40 -809 *10 6820 654 14624 

3 Ad 6878 *803 6885 6865 1.105 143* 

■ Oct 71.63 *818 - - S3 1356 

Dee 72* -813 72* 72* 7* 13627 

- Her 7363 -810 - - «6 458 

» Tetri 8388 NJM 

38 ■ ORAMOE JUKSE NTCC fl5,000aa; cemaflbri 

U JM 6210 -355 81* 81* 2689 5*9 

23 Mw 8185 -355 88.75 84* 3*0 28533 

O My *40 -330 9200 8810 *1 5.885 

Ad 92* -3* 9540 90* 72 1867 

Sap 95.70 -355 - 89 1.673 

IM 9820 -355 97* 97* 10 15* 

TOW 8*7 48*8 


VOLUME DATA 

Opwi Interest wid Volume data riwwn tor 
eu ib waa traded cm COA&X NY CUT. 
NYCE. CME, CSCE HXl PE Crude OB are 
one day kt arrears. Volume A Opan Merest 
mots are for all traded morahs. 

INDICES 

■ Rectera (Baer 1679/31 - 100) 

Dec 30 Deo * month ago yearepa 

■17503 1748.9 17935 18685 

■ CRB FHben (Bdoc 1967 - 1001 


41 

81 

28 

48 

29 

6B 

40 

80 

18 

56 

66 

73 

Feb 

May 

Fab 

May 

34 

78 

58 

77 

18 

58 

90 

104 

B 

41 

130 

137 

Jen 

Mw 

Jen 

Mar 

20 

111 

12 

59 

3 

85 

45 

83 

- 

85 

82 

113 

Mw 

May 

Mw 

May 

54 

86 

20 

Z7 

39 

70 

X 

38 

ZB 

57 

45 

48 

Feb 

Mw 

Fab 

MW 

- 

so 

20 

48 

19 

28 

45 

64 

- 

- 

94 

98 


■ BRENT CRUDE 


LONDON SPOT MARKETS 

■ CRUDE OB. FOB (pw barrel *or- 

Oubri 51559-5.1 D -043 

Brant Blend (dated} S1B.1D-8.12 -0.31 

Brant BMid (Fab) Si 658-8. 70 -023 

W.TJ. $1760-7.61 -023 

M OB. PRODUCTS W* prompt datesy CF Itomri 


Premfcm GsaoMe 
Qas 08 
Henry Fuel Oa 


$177-179 -2 
5152-154 -2 
577-79 

5182-183 -1 
5173-175 -2 
518D-1B1 -2 



CROSSWORD 

No.9,569 Set by GRIFFIN 



■ NATURAL DAS (Psnc s /lhsnnt 

Bectan pan} 1620-1630 

AMui) ArguL Tat tendon 101711 559 87B3 

■ OTHER 

Gold (per troy az)$ 529015 -1.70 

sever (per tray a# 82025c -3.75 

PMUnum (per tray at) S363 J0 *0.50 

diriarihim (pw troy at) S2Q3.00 *5.00 

Coppw 82 3c -2.0 

Lana (US prod.) ' 45.00c 

Tm (Kuala Lumpur) 2081r *0.11 

Tut (New YoriO 2536 

Cattle (bra wri ^d) 8364p -0.71* 

Sheep (bra weight) B7.34p -639* 

Ptga pve vratfSJT 70.K t048- 

Lon. day au$W trend 1P9B3D -020 

Lon. dey sugar fwte) $30360 

Barley (Big. food) Unq 

Matte (US No3 YeOoa^ Cl 09 00 
Wheat (US Dark North) Unq 

Rubber |Dec)V 5450p 

FMiDar (Janif 54.50P 

Rutabw pa RSS Not) 2776c *0.5 

Coconut Oi ^TWS 5803y *56 

Pain 01 (Malay }§ 5556 -1 0.0 

Copra (PhH)§ $387.Sy 

Soyabeans (US) 1836 

Cotton OuDoob-A' tadn 7335c -020 

Wooltopi (64» Suport 389p 

£ drama wbn lAvaur A did a pavrip c caartL 
r nropfle. ■ iUeysM coea^g. » AatFca a Jan 
Vteneon ffnW & CP Aattbran. * Braun mater 
doat • Oteigi or aete. ffiaoad on 566 Mad 01 pgb nkl 


ACROSS 

1 Companion grabbing 
launch is very rude (8) 

S Move fast, getting everyone 
to work after midnight (6) 

9 Faddy takes one when fol- 
lowing a motor coach (31 

10 Victor West, a good shot (6) 

11 Cuts time, guaranteed, by 
one second (6) 

12 Goodbye ami thanks’. (6) 

14 One planning to shift rats 
gets it (10) 

18 Annoyed, Rhodes talked of 
building an intersection 
( 10 ) 

22 A student flier makes 

excuses (6) 

23 A revolutionary ice-clear 
vegetable (6) 

24 Outcast wants father to 
back old musical (6) 

26 Protective covering for a 
rooks? (8) 

26 Forbidden to go back home. 

in fact (6) 

27 Cooked leeks, not bones! (8) 

DOWN 

1 Rode round on tap deck (6) 

2 Fancied a bit of fun, really 
(61 

3 Sick of having face lifted 
and lifted! (42) 

i Whisper “it's different to 

guessing" (10) 


6 Settled for a fair man (8) 

7 Underwear is to remain 
long, in other words! (8) 

8 Scrounger in Paris ate out 
( 8 ) 

18 Material which one can set 
light to? (10) 

15 Fought about piano gettin g 
damaged (8) 

16 This is charged if eccentric 
isi't poor (8) 

17 Very good pace as starting 
to inhale (8) 

19 Soldiers need to remember 
(6) 

20 I work in dead end outfit 
(0 

21 Hide credit note in foreign 

money (8) 

Solution 9,568 


EiBDiDna onenBo 
. 3 □ H □ B Q 

anaranna sbcibbqh 

I a Fi D Q O O D 
iHunnaBCjgoa mnmn 
s □ a b o 

□QBHS aQBQHElOE 
a Han o 
angnaciBB nanas 
□ a o a h . 
□oma HnaHtnoasna 
a aia □ a n S 
anonatna □naanraE 
Q □ a bob 
Q 000OHI BnClSEQ 


Ws* Vs 
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LONDON STOCK EXCHANGE 


UK equities put on a show of quiet resilience 


31 i^-rrHURS DAY JAM AR V 

FINANCIAL TIMES WEDNESDA Y pECfcl 1 

Kmdty *h*r** ***** * 

■ — k_4Jul 
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MARKET REPORT 


By Pater John 

After a tumultuous year, the last 
full clay's trading of 1997 saw UK 
equities edge quietly higher. 

Expectations of a massive 
expiry in tailor-made, over-the- 
counter options failed to be ful- 
filled and the Footsie ended 10.9 
higher at 51323. 

The lower indices followed suit 
although they all lacked pressure 
from investor buying, fundamen- 
tal economic news or strategists’ 
opinions. FTSE 250 rose 353 to 
4,768.1 and FTSE Small Cap 
gained 10.6 to 2307.4. 

The only apparent impetus was 


from overseas. The Dow Jones 
Industrial Average had ended U3 
points higher on Monday night 
and the two leading Asian indi- 
ces - the Nikkei 225 Average and 
the Hang Seng index - both 
closed higher on the day. 

Footsie was only marginally 
stronger in early trading yester- 
day but ticked higher to show a 
gain of 22 after the first hour. 
Then, a sell programme knocked 
the index back to a sing le figure 
gain and it stayed at the lower 
levels until Wall Street opened. 

Further strength in US equi- 
ties, partly reflecting strong con- 
sumer confidence data, helped 
Footsie kick into life again and it 
hit an intra-day gain of 32 points 


before settling by the close. 

It was below the record high of 
5367 achieved at the beginning of 
October but well above the econ- 
omists' consensus forecast. And 
some strategists believe that 1898 
could be very fiat tor equities. 

SocGen published its Footsie 
prediction for the end of next 
year. It says the index will finish 
no highs* than the October peak. 

Many economists and fund 
managers are beginning to factor 
a global slowdown into their fore- 
casts because of the economic 
problems rattling through Asia. 
For example, George Soros, chair- 
man of Soros Fund Management, 
believes the abandonment of 
fixed exchange rates in the 


region could unhi^ gn the interna- 
tional financial' system If 
unchecked. 

And, in the UK, there is a hunt 
for value among sectors that 
could shrug off the worst effects 
of a broad slowdown and tight 
interest rates. 

Yesterday saw gains in selected 
media stocks as the market 
looked at the overall under- 
performance and the prospect for 
above average earnings growth. 

Paul O'Connor of BZW says 
companies such as Reuters wiH 
benefit from the boost provided 
by new technology as they 
develop their exposure to 
television. 

Service companies such as 


RentokO could also provide rare 
examples of double-digit growth, 
says Mr O'Connor. 

Dealers that shift was in 
evidence yesterday and went 
some way to explaining the day’s 
outperfbrmance of the FTSE 250 
against the FTSE 100. 

Nevertheless, turnover on what 
is traditionally one of the quie- 
test days of the year remained 
true to form. 

Volume by 6pm was only 
3953m shares, less than half the 
average daily figure and only 
marginally higher than the half- 
day's trading on Christmas Eve, 
when customer business on the 
Sets electronic trading system 
was worth just over £lbn. 



Source. Baal 


Indices and ratios 

FTSE 100 JJS’? 

FTSE 250 JJJJl 

FTSE 350 

FTSE All-Share 840 
FTSE All-Share yieM 3-23 

Bast performing sector* 

1 Household Goods — — 

2 Extractive Inds — 

3 Engineering: Vehicles 

4 CM Exploration & Prod 

5 Media 


+19.9 

+35.9 

+113 

♦ 11.0 

335 


...+ 2.1 

...+1.9 

,..+ 1.6 

..+1.4 

,..+13 


FT 30 3S99-? 

FTSE Non-Finn pto 
FTSEIOOFui Mar 4t«J* 

lOyrGAV** _ *£2 

Long gdveqwty rai*> i.» 

Worst pwfWmtaj 

1 Alcoholic Beverages ■■■■- 

2 Tobacco — 

3 Retailers: General 

4 Retailers: Food 

5 Gas Dtsirtbufton - ... 


,14? 

18.0* 

+410 

tut 


,4U 

..Si 

-02 

Q! 

..- 0 ’ 


BP shuns 

crude 

weakness 


By Joel Kibazo 
and Peter John 

The oil majors shrugged off 
continued weakness in the 
price of crude with help from 
at least one broker recom- 
mendation. 

Brent for February deliv- 
ery was trading below $17 a 


barrel yesterday and the 
price of OPEC’s basket of 
seven crudes fell below 
$16. 

Dealers said sluggish 
demand from Asia was exac- 
erbated by fears that end 
users in Japan and South 
Korea might be keen to 
offload unwanted cargoes. 

However, SocGen has 
included BP in Its 1993 port- 
folio of stocks and the under- 
lying shares were strong for 
most of the day even though 
BF is the UK major most 
exposed to oil prices. 

Late profit-talking left BP 
trailing 2% to 8G2‘/jp while 


FTSE GOLD MINES INDEX 


Dec % (hg Dec tee Cmedw WE 62 week 

29 M*y 25 ego yfatd X ratio mb Low 


242 


- 190MB 90MB 


GM Mon Mu (33) 1055*2 -22 107171 1834.13 

■ Rs0oral Meet 

Africa (19 1-184JBS 00 1165-17 211499 GIB 

Auanfesa® 115442 *46 114780 2198.43 U4 

norm America (13 101322 -3.4 105373 170920 127 

Oopyrigm. FTSE Wemeflortri LknOad 1897. M ogres iwngd. Rgures In brtdtate rtm 
number at ootreanm. BM US Ocfln. Bom VMuk 100080 31/12AJ2. f PanML Lanai prices 
were HrfM lor Ms sdUoru 

FUTURES AND OPTIONS 

■ FTSE 100 INDEX FUTURES (UFFE) £25 per lull Wide* point 


2469 233196 92126 
1SJ0S 221750 93353 
37.87 176056 89454 


i«*n 


Shell Transport improved 6 
to 440%p after trade of 63m. 

GEC firm 

Defence electronics group 
GEC improved IV* to 30O%p 
after GEC’s joint venture 
GEC Alsthom said its Span- 
ish consortium, which 
includes Construcciones y 
AuxLliax Ferrocarriles, had 
won an order worth more 
than £55m to supply Portu- 
guese Railways with an addi- 
tional 12 double-deck subur- 
ban trains for the country's 
capital, Lisbon. 

The order is an extension 
of a contract for 18 similar 
trains that was signed by the 
consortium and Portuguese 
Railways a year 
ago. 

Also, GEC shrugged off 
Speculation that the planned 
float with Alcatel Alsthom 
might be delayed following 
the loss of a £L5bn super 
train order in South Korea. 


Stocks exposed to the Far 
East made good gains follow- 
ing the recent recovery in 
the Nikkei 225 Average and 
the Hflng Seng Inde x. 

In banks, HSBC rose 26 to 
£15.66, while a two-way pull 
in Standard Chartered left 
the shares just Vi lighten- at 
6S2V»p and Govett Oriental 
hardened 2% to 96V4p_ 

A foaling that same of the 
market's takeover favourites 
are starting to look expen- 
sive prompted a retreat 
Abbey National, a stock 
mentioned as a target over 
the last year for both retail 
banks and Insurance groups, 
was also down. The shares 
gave 'up 15 at 

£1034. 

That positive sentiment, 
along with continued bid 
speculation in the fmanriaia, 
helped keep the spotlight on 
both the banking in 'insur- 
ance issues. 

Among banks. Barclays 
firmed a penny to £16.08 


Open Stitt price Change High Law Est vd Open int 
Mar 5168.0 5133.0 +4 in 5200.0 5167.0 3870 57801 

Jun - 5252.0 ♦Ain 0 25 

■ FTSE 250 INDBC FUTURES (UFFg CIO per Cul index point 


Mar 


4830X1 +37.0 


8400 


FTSE 100 INDEX OPTION (UFFE) (-5138 ) £10 per fill Mu point 


FT 30 INDEX 

Doc 30 Dec 29 Dec 24 Dec 23 Dec 22 Vr ago High tow 

FT 30 3292.7 3278 3225-2 32414 32254 28134 34304 26684 

CM. <flv. ytaH 3*2 3.43 3.49 3.46 3.49 449 442 349 

P/E ratio net 2143 21.15 20.79 2044 20.78 1749 2243 1540 

FVE ratio nl 2044 2046 20.51 20.65 2040 1742 2252 16.71 

FT W *ct muMM Ugh MU 1VKV97; tow «* 2MHM0. Bm On 1/7/35. 

FT 30 Intriy cl ran g — 

Open « 10 11 12 13 14 15 


16 Mgh Low 


4850 5000 GOSO 5100 5(50 8200 5250 5300 

Ja &h.¥h at x titViis n £ t® A m fi i£a 

W) 365 114 3S 1271a26Bl 2 141ii 255 162*2 223 182 196 205 «l 230 130 258*2 

Hr 400 1621; 354 17712 333 193 302*2218*2 Z72 239 242 260 313 

Apr 439> 2 190l 2 407 2091 2 375 228b 343 246*2 311 ‘^tnh?&h&h 314 229 342>a 
JUBt 496 26312 435 30012 37f>2337Xt 310238212 

OH 403 Mi 826 

m BUBO STYLE FTSE 100 WDEX OPTION (UFFE) £10 par hil Men point 

4075 508S SOTS 5125 5175 5225 5Z75 5325 

Ja 23512 46*2 1«*|5»Ul 160 73 127 tt*2 97*2 110 72* 2 134l 2 59*2 163 3«lz 198>z 

fib 3341 2 118 298 131 2ffi^147h 232 1M 202 183 17S 206^ 148 22&£W&SQ* 

Hr 377I2 1B3 34«l2l79l2 313 197 282*2215*2 24 236 231*2 263 206*2281*21751230512 
Ja 489 270^ 423*2300*2 38« 3371 2 mh 380 

Sept 5 »*i315*2 539*2 354 4ffih394*J 433 437 

CHE 5894 P ut» 5412 * Un flerptoa MAX wtaa. Amins Sum am baaed a a aMaiwrt prltaa. 
liwp dUlcd fftpiry roonttn. ^ ^ __ 


32784 32873 32824 32834 3235.7 32884 32834 32844 3295 J 32994 32784 
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while Lloyds TSB added 10 
at 780p. Northern Bock 
gained 3% to 592p, and Royal 
Bank of Scotland ended the 
day 4 higher at 744p. 
National Westminster was 
also up, closing 10 ahead al 
£ 1020 . 

. A squeeze in tightly-traded 
merchant banking group 
Scbroders saw the non- 
voting shares top the list of 
the Footsie best performers. 
They jumped 101, or 8 per 
cent, to £17.81 while the ordi- 
naries gained 35 to £19.35. 

Several insurance stocks 
followed the market trend. 
Guardian Royal Exchange 
hardened 2 to 334p, and Gen- 
eral Accident rose 7 to 
£10.47, while Prudential was 
UP 1% to 721 %p. 

Profit-taking was the order 
of the day in the retailers 
that showed strong gains on 
Monday. Marks and Spencer, 
a strong riser at the begfning 
of this week, ended the day 
as one of the worst perform- 
ers in the FTSE 100. The 
shares fell 13 to 597p. Dixons 
was 4% weaker at 605%p. 
and Kingfisher 6 easier at 
833p. 

Among food retailers, 
Tesco was the second worst 
performer In the FTSE 100. 
the shares failing u to 496p, 
but rival J. Sainsbury had a 
better day and its shares 
dosed 7Vi up at 506p. Those 


of Safeway, often mentioned 
as a bid target, were 3‘A bet- 
ter at 341%p- 

Information technology 
stocks made good headway 
phaari of the launch of the 
London Stock Exchange IT 
index in the new year. Log- 
ics was 40 higher at £11-30, 
FI Group advanced 17Vi to 
932 Vip, MicroFocus was 2214 
higher at £23.62% and Misys 
21 better £18.16. 

Shares in Harrisons & 
Crosfield rose 6% to 139p 
after it announced it had 
bought Rheox from NL 
Industries of the US for 


£280m and will return 56p a 
share to investors either in 
rash or loan notes. 

Danka Business continued 
to recover following its prof- 
its warning in the week 
before Christmas and rose 
6% to 236fcp. 

Among the new year Soc 
Gen tips. Rio Tinta gained 
11V4 to 740p and Reckitt &- 
Colman jumped 27 to 962p. 

Biocompatibles Interna 
ti octal improved T& to 492'xp 
on consideration of the news 
that it has received Euro- 
pean regulatory approval for 
its coated coronary stents. 
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NOTICE 

General Motors Acceptance 
Corporation 

The uncttisigned. who are the various Fiscal Agents for all the 
issued and outstanding Notes o! General Motors Acceptance 
Corporation, GMAC, International Finance B.V., GMAC Austrafia 
(Finance) United and General Motors Acceptance Corporation 
ot Canada, Limited, hereby give notice on behaU of General 
Motors Acceptance Corporation that effective January 1, 1998, 
General Motors Acceptance Corporation, a New York 
corporation. w9 (through merger) transfer all ol hs assets end 
liabilities into its subsidiary, GMAC Financial Services 
Co r por at io n , a Delaware corporation, that the surviving 
Delaware corporation wil) assume the name General Motors 
Acceptance Corporation. General Motors Acceptance 
Corporation, the Delaware corporation, wffl assume an of the 
assets and ftabffltles of General Motors Acceptance Corporation, 
the New York corporation, effective January 1, 1998. 

Royad Bank of Canada 
Hambros Bank Limited 
Citibank, NA. 

R rat Trust of New York, National Association 
Union Bank of Switzerland 
Dated as of the 3 1st day of December. 1997 


Wells Fargo & Company 

USS200.0QQAOQ 
Floating rate subordinated 
notes due 2000 

In accordance asith the 
protdsiom otthe notes, notice 
is hereby gtoen that for Che 
interest period 3 J Dece m ber 
1397 to 30 Jammy 1996 the 
notes wilf cony an interest rate 
of&062S%perarmam. Interest 
payable on (he nsfenanr Interest 


will amount to U5S50S2 per 
US$10,000 note and US25ZB0 
per US$50.000 note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


Compagnie Flnanctere 
de CIC et de LUnlon 
EurOp4ene 

US* 150.000 JW0 
Floating rate notes 1998 

Notice Is hereby gioen that 
for the interest period 31 
December 1997 to 31 March 
7598 aiO carry an interest 
rate of 6.15625% per annum. 
Interest payable on 31 March 
1998 1 OBI amount to US$153. 9 1 
per USS 10,000 note and 
VS$3£47.tt pet USS2SQ.QQ0 
note. 

it: Morgan Guaranty 
Company 

JPMorgan 


Trie Financial Timer-, plans, to publish ri Survey on 

Business 

Education 

on Monday January 19 1998 


For further Information 
please contact: 

Marion Weddertxim or Melanie Miles 
Tel: 444 171 873 3234 
Fax: +44 171 873 3064 
or your usual Financial Times representative 


FT Surveys 
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TO SAVE THE 
RAINFOREST WE 
PROVIDE TREES 
TO CHOP DOWN. 

By bdping people 

ia the aiefora* n pbm trees, WWF 
at wdang to »ht mu of 
die probknu dor odx ddnmadaa 
Where uee* are chopped 
down for firewood, we hdp pbw £k 
growing srjrfinp a iteoewahfc 
source of lueLTha it fmasbAf 
vjlmbie in (he Impenetnbic Fonst, 
Upndi, where iafigenous 
turd w oods alee up to ran hundred 
yean to name. 

TkJteUiaiiifeMinsWFgnc 
to the local viflagti arc 
ready for harsoang in ooty five yeaa. 
Where Decs are chopped 
down for me ia coasaucaott, as to 
Plkisan. wr supply 
fat growing local pine species. 

The idea behind 

all our writ is that rahtibrests used 
wisely caa be used fb fever. 

Write to the Membership Officer 
at the 
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WORLD STOCK MARKETS 


FINANCIAL TIMES 



Dow climbs 
through 
7,800 points 


'..T-- S' . • x -A* 



Bulgaria holds 

exchange is tipped to become east says Kevin Done 


AMERICAS 


Bullish sentiment lifted US 
stocks for a second straight 
day. and the Daw Jones 
Industrial Average roared 
through the 7,800 point level, 
writes John Ldbate in New 
York. 

By early afternoon the 
Dow had gained 72.74 
7,865.15. The Standard* 
Poor’s 500 index rose 9m to 
963.16. 

The Nasdaq composite 
index also continued to 
improve, rising 15-79 to 
1,653.24. Microsoft had 
another strong day, up $3{J 
to £130. Internet stock 
E*Trade surged more than 8 
per cent to S21% after 
annmmping a new technol- 
ogy architecture for its site. 

Calmer overseas markets 
continued to provide sup- 
port. 

“Helping the cause is that 
Korea is closed," said Mich- 
ael Driscoll, senior block 
trader for Hambrecht 
& Quist. “South-east Asia 
has been the real sticking 
point for this market for the 
last month or two.” he 
added. 

Among the Dow stocks, 
Wal-Mart rose Sl'.4 to £39tt 
on the retailer's completion 
of its acquisition of Ger- 
many's Wer tkauT «hain 

Retailer Dayton Hudson, 
surged more than 10 per cent 
or S6’/s at $68?a after a delay 
in morning trading. 

NL Industries leapt S’A or 
nearly 7 per cent to $13/« on 
news that it would sell its 


Rheox chemicals operation 
for $4G5mn. 

The announcement of 
a ddi t ions to the Nasdaq 100 
index sent several shares 
higher. Immunex shot up $3 
or 6 per emit to £52% while 
Dura Pharmaceuticals rose 
$2% or more than 6 per cent 
toHGK. 

A strong report on con- 
sumer confidence sent bond 
prices sharply lower. By 
midday the 30-year Treasury 
bond had fallen ft to 1Q2&, 
sending the yield higher to 
6575 percent 

TORONTO was higher at 
midday, with the recently 
weak forest products group 
showing surprising strength 
and outweighing a dull 
showing in golds. 

The TSE-300 composite 
index was 1554 higher by 
noon at 6.66630 in volume of 
just 265m shares. 

SAO PAULO added to the 
6.9 per cent gain in the 
benchmark Bovespa index 
since the start of the month 
with a rise of a further L4 
per cent by midsession. The 
index stood 140 higher at 
10,191. 

Telecommunications 
group Telebras gave back 
some of Monday’s 25 per 
cent rise as it eased 05 per 
cent to RSUL50. 

SANTIAGO traded 25 per 
cent higher at midsession as 
investment companies 
moved to shore up their posi- 
tions before the end of the 
year. 

The IPSA index was 2.48 
higher at 112.67. 


The Sofia stock 

F or investors looking 
for a walk on the wild 
side in east Europe In 
1998, the answer could be 
Bulgaria. 

While Romania and Russia 
proved foe happiest hunting 
grounds for the adventurous 
during 1997 - until the mar- 
kets bowed to the contagion 
spreading from Asia in the 

final months of fog yaar — 

east Europe market analysts 
are looking to Bulgaria to 
achieve some of the most 
spectacular gains in 1988. 

It will be from a standing 
start. The Sofia stock 
exchange reopened only in 
October after a year's 
absence reflecting the coun- 
try’s severe economic crisis, 
and it will be some months 
before any significant trad- 
ing volumes build up. 

The arming 12 months will 
be the first time since the 
beginning of transition that 
the macroeconomic picture 
In Bulgaria “looks good on 
almost all fronts", according 
to ING Barings, foe invest- 
ment bank. 

After falls in gross domes- 
tic product of li per cent in 
1996 and an estimated 7 per 
cent Hrbf year, ING 


forecasts that the economy 
win grow by around 35 per 
cent in 1998. 

The re t urn of confidence 
following long months of 
political and economic 
upheaval has followed the 
introduction in July of -a 
tight monetary regime based 
around a currency board 
that fixed foe lev, the Bul- 
garian currency, at a rate of 
1,000 to the D-Mark. 

The growing pace and 
credibility of the reform 
effort has prompted Roger 
Uonson, chief equity strate- 
gist at Daiwa Europe, to sug- 
gest that “re-emerging Bul- 
garia - could . be the . star 
performer of 1998". 

“We believe conditions are 
right for Sofia to b e one of 
the world’s best pe a formin g 
markets in 1998, as the econ- 
omy improves, market 
liquidity is created and 
assets are revalued." 

For those venturing 
towards Bulgaria in 1998 
some lessons could be 
learned from experiences in 
Romania this year, where 
early euphoria, triggered by 
the reform programme prom- 
ised by a new centre-right 
government, drove the fledg- 
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trng market to giddy Vtgigfafa 
by mid-year. 

Investors with dollar-based 
gains of up to 250 per emit 
became increasingly nervous 
during the summer months, 
as the commitment to 
reform appeared to falter 
and trouble spilled on to the 
streets with workers took to. 
the streets to express anger 
at their deteriorating condi- 
tions. 

The Bucharest stock 
exchange index has declined 
almost 60 per cent during a 
recent three-month period, 
but even with this fall foe 


Romanian.', market £bas 
shown the biggest year-to- 
date gains to foe region fend 
Is still among the .global 
leaders at tits year end.; I 

It has been a rockier ride 
than first appeared likely, 
but analysts are taking com- 
fort from the recent govern- 
ment shake-up led by p rimp 
minister Victor Ciorbea, 
which gives hope, that 
reform measures will be 
bolder and quicker. 

Of the existing markets in 
the region, Daiwa again 
points to Romania to- yield 
some of foe biggest gfeius in 


The ' Budapest stock 
exchange^. one of the most 
most: liquid in east Europe, 
has gone through a period of 
unprecedented volatility in 
recent months as investors 
reacted nervously to the tur- 
mofl1in_Asfa. : 

It has ended the year in 
upbeai fashion, however, 
with -yesterday's final ses- 
sion gaining mare than 3 per 
cent • 

Several stocks reached 
aR-thne highs, with foe BUX 
index closing at 7,999, an 
increase of 283 points. 

Traders said that Hungar- 
ian share prices woe ..bene- 


fiting from -a general confi- 
dence in the economy r a 
stronger dallar and a bullish 
trend in foreign markets. 

Gyorgy Czjpo <rf ING. Bar- 
ings .believes that “in. the 
.region' cleariy Hungary and 
Russia are the flagships". 
Investors were ready to pay 
higher prices for stocks as . 
they saw - good growth paten- 
-tial in 1998. 

H ungary, which was 
.one of foe strongest 
performers globally 
in 1996, has made substantial 
further progress this year. 
_The<BHX- index has risen 
’935 ’per in forint terms from 
last year’s - closing index of 

4,134 points. It .has not yet 

surpassed the all-time high 
of 8.628 points reached is 

early August, but analysts 

are' optimistic that signifi- 
cant further gains will be 
naaflein 1998. 

T. ‘Despifo the 8- per -cent- 
rtwifap suffered in the three 
months through- November 
we. believe Hungary's posi- 
tive- ftmriwwigntalfi will Sup- 
port an advance to the 10500 
BUX index level over 
the next year," says Mr 
Monson. 


Zurich scales heights for second consecutive day 


Golds fall 4.5% in Jo’burg 


Gold stocks slumped 4.5 per 
cent in Johannesburg as a 
weakening bullion price 
halted the sector’s three- 
week rally. 

The bellwether Vaal Reefs 
sagged R9 or 4.4 per cent to 
RI97, surrendering part of 
the 33 per cent gains posted 
since plumbing a R152 
all-time low of December 5. 

Financial stocks were 


firm, with First National 
Bank picking up R150 to 
R4.450 on hopes of an inter- 
est rate cut in the new year. 

The overall index jumped 
39.00 to 6,16950, as indus- 
trials added 66.50 to 
7,384.40. Golds, however, 
plummeted 38.30 to 80550. 

Turnover remained sub- 
dued, with shares worth 
R469m chang in g hands. 


Further strong demand for 
index heavy stocks took 
ZURICH up 1.3 per cent to a 
second consecutive record 
close.' 

The SMI index, like bench- 
mark indices in many Euro- 
pean centres, was bolstered 
by window dressing ahead of 
foe year end, the dollar's 
firmer tone, gains on Wall 
Street and a calmer perfor- 
mance by Asian financial 
markets. 

Record closes were also 
seen In Copenhagen, Lisbon 

anri Milan 

The SMI ended up 772 at 
6,267.6 in turnover that 
■welled to SFri.Sbn. 

Among heavily traded 
stocks. Novartis registered 
shares, which represent 
almost a quarter of the SM I, 
powered ahead SFr78 to 
SFr2272. 

In the opposite direction. 


SUDflriwc,;, 



SGS Surveillance slipped 
SFz20 to SFT2.765 after the 
testing inspection group 
said it would launch a sec- 
ond public offer to buy back 
shares with a nwnrimnTn 
nominal value of up to 
SFrLSm. 

MILAN just managed 
another all-time high as 


flnarwriai stocks continued to. 
benefit from the central 
bank’s pre- Chri s tmas inter- 
est rate cut. The Mibtel 
Index finished at 16,733, up 
55 cm the day. 

PARIS was again domi- 
nated by interest in the food 
retailing sector, following 
the abandonment of Pro- 
modes’ hostile bid . for 
Casino. 

Casino shares climb ed Fr5 
to FFr332 as they returned 
from suspension an expecta- 
tions that 46 per cent holder 
Rallye would now proceed 
with a bid. Gains were lim- 
ited. however, because ana- 
lysts said tiie bid could be 
pitched at as little as FFr340 
a share. Rallye rose FFe 2L80 
at FFr28220 on the growing 
perception that it would get 
pjiaim on the cheap. 

Promotes slipped FFr69 to 
FFr2.460 on fearis that it 
might turn its attentions to 
Carrefour, which gained 


Nikkei ends year with 3.3% rally 


ASIA PACIFIC 


Relief that a solution 
appeared to have been found 
to South Korea's short-term 
debt problems helped 
TOKYO to rebound, writes 
Paul Abrahams. 

The New York markets’ 
strong performance over- 
night also helped sentiment. 
The benchmark Nikkei 225 
index rose -183-52 or 33 per 
cent to close the year's trad- 
ing at 15.258.74. That was 21 
per cent below the 19.361 
point close at the end of 
1996. 

The banking sector rose 
2.9 per cent, thanks to the 
news from Korea. Sakura 
Bank, which announced it 
would reveal restructuring 
plans next month, gained Y7 
to Y373. Mitsui Trust, a 
related bank, rose Y6 to Y253 
in heavy trading. 

Nippon Lace, the troubled 
Kyoto-based luce manufac- 
turer, dropped 45 per cent to 
just Yio with 3.4m shares 
traded. At the weekend it 
revealed it had failed to hon- 
our some promissory notes. 


The paper sector was par- 
ticularly strong, up 5.7 per 
cent. OJi Paper, the world’s 
largest paper maker, rose 
Y61 - more than 10 per cent 
- to Y519. Mitsubishi Paper 
was up Y21 or 13 per cent to 
Y183. 

There was strong momen- 
tum behind the market’s 
rise. Of 1,327 stocks in the 
first section, 921 were up. 176 
down and 138 unchanged. 
Turnover was light at 170m, 
but there was only a morn- 
ing session. The Topix index 
of all first-section stocks rose 
27.16 or 2.4 per cent to 
1.175.03. The Nikkei traded 
between KS38 and 15259. 

In Osaka, the OSE index 
closed up 393 at 15,013 with 
25m shares traded. The mar- 
kets reopen on January 5. 

KUALA LUMPUR surged 
more than 3 J& per cent as 
banking stocks advanced, 
driven by rising hopes of 
consolidation in the finan- 
cial sector. The composite 
index ended 20.73 higher at 
589-79. 

Financials rose after the 
central hank announced it 


would soon unveil a plan for 
mergers among finance com- 
panies, listing those that 
should be merged. 

Malayan Banking gained 
80 cents to MS1L. RHB Capi- 
tal rose 21 cents to MSI .70 
and Commerce Asset was 22 
cents better at MS 2.01. 

HONG KONG jumped 2.4 
per cent, lifted by farther 
demand in the property sec- 
tor, a late rally in red chips 
and the prospect of Wall 
Street ending 1907 on a posi- 
tive note. The Hang Seng 
index added 252.22 at 
10.75521. just off the high for 
the day of 10.767.55, in turn- 
over that rose to a moderate 
HKS5.3bn. 

Much of the morning's 
trading activity was focused 
on big blue chips, in particu- 
lar low-priced property 
shares, in advance of the 
expiry of the December Hang 
Seng index firtures contract 
on Tuesday. 

But red chips stole the 
limelight in the last hour of 
the day. The Hang Seng 
China-Affiliated Corp Index 
vaulted 4.9 per cent, with 


most of the buying said to be 
by local traders who wanted 
to mark up prices of red 
chips before the year-end. 

WELLINGTON posted its 
second successive large gain, 
up L5 per cent, as Telecom 
continued its revival. 

The NZ top 40 capital 
index gained 3323 to 229229, 
adding to Monday’s 1.4 per 
cent advance. - 

Market leader Telecom NZ 
gained 21 cents to NZS826. It 
has now recovered more 
than half the N251 lost last 
Tuesday when its two major 
shareholders, Ameritech and 
Bell Atlantic, signalled they 
were quitting the company. 

BANGKOK gained ground 
in thin trade on selective 
buying of blue-chips alter 
Thailand’s current account 
data showed signs of 
improvement. The SET 
index gained 725 to 36522. 

Investors were heartened 
by news that the current 
account surplus widened to 
Bt233bn in October from a 
revised Bt7.9bn surplus in 
September. In October 1996, 
the deficit was Bt35.9bn. 
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£200,000,000 

Floating Rate Notes due 1999 

In accordance with the provisions of (he Notes, 
notice is hereby given that the Rate of Interest for the 
three month period ending 24th March, 1998 has 
been fixed at 7208390% per annum. The interest 
accruing for such three month period will be 
£192 M per £10000 Bearer Note, and £1223.41 
per £100200 Bearer Note, on 24th March. 1998 
against presentation of Coupon No. 16. 

Urian Bank of Switzerland 
London Brandi Agent Bank 


24di December; 097 


UBS 


BUSINESSES FOR SALE 


Appear in the Firanciai Times every Tuesday, Riday and Saturday. 

For farther Mon n aBon, or to advertise In Ws section, 
please contact 

Melanie Mtes on +44 0171 873 3349 orMarionWeddeibum on +4401718734874 
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FFr65 to FFr3,090 on vague 
. hid hopes. Analysts said tire 
co-operation deal agreed by 
Casino and Promod&s as part 
of their peace treaty would 

not yield much in the way of 

_ - 

pronts. 

Elsewhere, shares posted 
- gah«, with Hachette ending 


FFr51 hitter at FFr1211 fol- 
lowing a large off-market 
cross trade. The CAC-40 
index finished 36 higher at 
2275-47. 

Ag ainst the trend 
FRANKFURT saw modest 
profit-taking as some inves- 
tors sought to lock in gains 


after a year that saw foe Dax 
Index climb 47 per cent. 

The Xetra Dax ended an 
abbreviated trading session 
41.72 lower at 4.224.30. 
sharply higher than the 
Dax^s .end-1996 level .of 
2280.07 but stiD short of the 
record high of 4,477.70 set on 
July 3L ■ 

Banking shares were 
among the day’s biggest los- 
ers on profit-taking. Com- 
merzbank' fell DM321 to 
DM70.70 and BHF-Bank 
dropped DM2 to 52 marks. 

Utility RWE tumbled DM4 
to 94J50 marks, giving up the 
strong gains made on Mon- 
day. - . 

On the upside, Deutsche 
Lufthansa climbed 4.1 per 
cent to DM34.35 and car- 
maker BMW firmed 2.7 per 
cent to DML340. 

Written and edited by Michael 
Morgan, Jonathan Ford and 
Jamas Mo ntgomery. 


Tlie Malaysia Capital Fund limited 

DELISTING OF THE COMPANY FROM 
THE AMSTERDAM STOCK EXCHANGE 

With reference to foe advertisement dated 
21 November 1997 the Directors announce that 
the resolution to delist the Company from die 
Amsterdam Stock Exchange was approved by .the 
shareholders at the Extraordinary General Meeting 
held on 15 December 1997, and that the shares 
have been delisted effective 22 December 1997. 


24 December 1997 

By order of the Board 
MeesPierson Fund Services 
(Asia) Limned 
Assistant Secretary 


Registered Office: 
EOl Box 2003 
British American Centre 
Phase 3, Dr Roy’s Drive 
f?ranH Cayman 
Cayman islands 
British West Indies 



Les Echos 


FINANCIAL TIKIS 


The FT can help you reach eddWonat business 
readers In France. Our UnK with the French 
business newspaper, Us Echos, gives you a 
unique recruitment adve rtisi n g opp o rt uni ty to 
capitalise on lha FTa European readership 
and to target me French business world. ... 

ForMormatiananMBsandlikthecdMils . 
pfeen telephone: 

TobyHnden-Crotts on *44 17! S7340Z7 


THE FIRST MEXICO INCOME FUND N.V. 
Incorporated in the Netherlands Antilles 

NOTICE OF DIVIDEND 

SbamboUeis an in fo rmed of s dividend of USS0.40 per share of 
Common Stock to bolder* of record as of December 31, 1997. 
The er-dividend date was December 26, 1997. 

The dividend will be paid on Jammy 15. 1997. Paymnt of the 
dividend on the bearer shares wO be made against surrender of 
co up on No. 30 detached from the khare certificates which for tins 
puzpoK ahall be lodged uz 

MEESPIERSON N.V. 

Rokin55 

1012 KK AnatenJam 
■ -■ The Netherlands 

which sets as Paying Agent on behalf of ibe undersigned. 

December 26. 1997 

MEESPIERSON TRUST {CURASAO) N.V. 


Residential Pro pe rty Securities 
NoJ PLC 


£1504)00,000 
Class A2 Notes 


£54)00,000 
Class B Notes 


Mortgage Badcad Floating Rato Notes 
duo 2025 _ . 

In aocordsnce wnth the provisiore of the Nates, notke 

is hereby given that for the three month period 
_29th December 1 997 to 27th March 1 998, the Class A2 
Notes and Gass B Notes wiM carry an interest rate 
of 7 .89188 'fc and &9218896 per annum respectively. 
The Interest payable per £102,000 Note win be 
£1.328.52 for the Class A2 Notes and £2.151.03 for 
die Class B Notes. 

NatWest Markets 
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Crecfit Conimeroial do France 

rai50.ooojooo.OM 

Floating Rate Notes dire 1398 

kiacooutanuuwith the ferns and Conditions of the Notes, 
notice is hereby given that for tiie Interest Period from 
December 31. 1997 to March 31, 1998 the Nates win cany 
on (merest Rate of 5.875% per annum. 

TbeCouptai Amount payatte on the relevant Interest Pay- 
ment Daze. March 31. 1998 wiS be ITL 73.438 per 
FTL 5,000.000 pnnapal amount 
Of Note and ITL 734.375 TheAaent Bank 

per ITL 50,000,000 princi- fr^rfh Knut 
pdamoumolNole. (mW RZg&Z!* 
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